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TO RECOVER YOUR ORIGINAL 
INVESTMENT CAPITAL 





CONSIDER THESE 
SEVEN FEATURES 





The Investment Service has 
seven unusual and valuable 
features, which make this 
service an essentially practi- 
cal one. This service is:— 


PERSONALIZED 


Each subscriber’s account is 
treated individually. All 
recommendations are based 
on the subseriber’s personal 
requirements. There are no 
“blanket” recommendations. 


COMPREHENSIVE 


The service covers all types 
of securities—bonds, com- 
mon stocks, and preferred 
stocks. 


CONFIDENTIAL 


The affairs of every  sub- 
scriber are held in the strict- 
est confidence. This is guar- 
anteed by the integrity and 
high business standards of 
THE MAGAZINE OF WALL 
STREET. 


CONTINUOUS 


The service supervises each 
subscriber’s holdings  con- 
tinuously so that no develop- 
ment can take place un- 
known to the service direc- 
tors. Recommendations are 
made at the time when they 
will be of greatest value, and 
subscribers are not obliged to 
consult the service in order to 


obtain these recommenda- 
tions. 
AUTHORITATIVE 


The directors of the service 
are experts who have been 


hand picked from THE 
MAGAZINE OF WALL 
STREET staff for their 


known ability to render valu- 
able investment advice. 


RELIABLE 


THE MAGAZINE OF WALL 
STREET is an outstanding 
authority in judging security 
values, and its reputation in 
this respect assures the relia- 
bility of the service. 


UNBIASED 


The Investment Management 


Service has no securities to. 


sell and holds no brief for 
any particular investment. 





The present business and financial situation offers you an ep- 
portunity—which may not be equalled for years to come—to re- 
cover investment losses and make substantial profits as well. But 
you must act wisely—and promptly. 


There are many companies whose securities are today definitely 
under-priced—but not all issues deserve this rating. Some which 
were formerly well situated do not show prospects of early or 
sustained recovery. If you are to derive maximum investment 
profits you must choose carefully and buy at the proper time. 


The Investment Management Service will assist you in making 
your present portfolio the basis of a profitable campaign, and 
through the daily supervision of your holdings by investment special- 
ists it will permit you to always keep your funds most profitably 
employed—consistent with safety and conservative investment pro- 
cedure. This service differs from the usual advisory service with 
which you may be familiar—for it is a personal form of counsel 
adapted to exactly fit each client’s specific needs. The cost is mod- 
erate—and you do not require new eapital to derive full ‘benefits. 


If you will send us a list of your present security holdings we 
will be glad to outline the specific application of our counsel in 
your case and to advise you regarding the cost of our guidance. 
Send in the coupon below and be sure to give us all of the data 


requested. 


INVESTMENT MANAGEMENT SERVICE 
A Division of The Magazine of Wall Street 
FORTY-TWO BROADWAY NEW YORK, N. Y. 


Investment Management Service 8-8-31 
42 Broadway, New York, N. Y. 
Gentlemen: P 
TI am enclosing herewith my list of holdings. Kindly study this list and tell 
me, by mail, how your service would help me solve my investment problems. 
Also send me your booklet and the minimum cost of service on my account. 
This places me under no obligation. 
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City and State 
My present investment capital, in addition to the securities listed, 
is approximately $...............-..-. 
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GREATER THAN 1930 


Our volume of business in the 
first 6 months of this year is 31% 
ahead of the same 1930 period 
—the previous high record year. 


Fair dealing brings deserving 
borrowers to'the fourteen offices 
of CREDIT SERVICE, INC. in 
ever increasing numbers each 
year. 


6% toour % 


on INVESTORS — 


Increasing volume of business enhances 

oth safety and profits for investors in 
the “depression proof” Profit Sharing 
Bonds of Credit Service, Ipc. Mail the 
coupon for details. 


CREDIT SERVICE 
ASSOCIATES, Inc. 
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W/E extend the facilities of our 
organization to those desiring 

1 information or reports on companies 

with which we are identified. 


Electric Bond and 
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Two Rector Street 
New York 
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How Do Investors 

Rate Your Com- 

pany'’s Securities? 
® 


The depression is believed to be nearly 
over and investors are beginning to 
think of your securities as long-term 


investments. 


Of course, they are interested in just 
how well your earnings have held up 
and also whether your Company will 
be one of the first to profit by any 
pickup in business. 


The primary question will be whether 
or not you can maintain your present 
dividend yield or possibly increase it. 


Keep investors informed of your divi- 
dend action by publishing your policies. 
Take advantage of one of the prime 
makers of good will for your company 


among security-buyers! 


More than 60,000 bona fide investors 
constituting the cream of stockholders 
of record in leading corporations read 
each issue of THE MAGAZINE OF WALL 
STREET for investment suggestions. 


Your dividend notice. published in these 
columns will be read by security-buyers 
at the time they are seeking sound 
securities to add to their holdings. 


Add The Magazine of Wall Street to 
your list of publications carrying 
your Company’s dividend notices! 


@ 


THE MAGAZINE 
OF WALL STREET 


42 Broadway New York, N. Y. 


¢——,, 


AUGUST 8, 1931 


























Hypro-E.Ectric REsourcEs, developed and unde- 
veloped, of more than 1,900,000 horsepower es- 
tablish International Hydro-Electric System as 
one of the great power organizations of the world. 

Forty-one plants, including ten steam-electric 
plants, are in operation in the United States and 
Canada, with an output for the year ended March 
31, 1931, of over four billion kilowatt hours. 
Gross revenue of the System for the same period 


exceeded $50,000,000. 


A new folder describes 
International Hvdro-Elec- 
tric System in dctai!, in- 
cluding photographs of in: - 
portant properties in the 
United States andCanada. 
Write today for your copy. 
Address your request to: 





INTERNATIONAL 


PAPER and POWER SECURITIES, Inc. 
220 East 42nd Street, New York 
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ALL available 


Earnings Repiitts for First Half-Year 


Will be included in the 


August “Adjustable Stock Ratings” 


Special comment on each company will consider earnings pros- 
pect. Data essential to Investors in judging investment prospects. 


The MaGaZINE OF WALL STREET’S Monthly “Adjustable Stock Ratings” keeps you’ 
posted on current developments and investment outlook for every New York 
Stock Exchange Security, important Curb Market Securities and Bank and Insur- 
ance Stocks. 

Our monthly “Adjustable Stock Ratings” will be of inestimable help to all subscribers to THE 
MAGAZINE OF WALL STREET in keeping up-to-date on all securities in which they may be inter- 
ested and in checking changes in the outlook for securities previously purchased. 

Now, more than ever with business turning the corner, you will want the guidance of THE 
MAGAZINE OF WALL STREET supplemented by our “Adjustable Stock Ratings” so that you 
can— 


—Avoid companies not likely to recover. 

—See at a glance any danger signals on previous purchases. 
—Know what industries are progressing—which are declining. 
—Know what companies offer the soundest profit possibilities. 
—Have all the essential facts all the time. 


Original Methods 


Our Ratings show both the outlook for the industry and the 
position of the security in that industry, whether good or bad, 
enabling you at all times to have the expert advice of our experi- 
enced business and security analysts. Before buying or selling 
any security consult these ratings. Business conditions naturally 
change and our ratings for any particular stock may change at 
any time. Investors should check our ratings each month to see 
if a change has taken place in the outlook for their holdings. 

Our Comments are changed frequently, keeping you up-to-the- 
minute on new developments likely to affect prices. 

Our Conclusions are based on intensive analyses of the com- 
bined fundamentals for each security—plus the current technical 
position and future outlook for the general market. 


Special Advantages 


—Handy Pocket Size. 

—For your convenience in quickly locating any Company, all the 
stocks, whether New York Stock Exchange or Curb, are ar- 
ranged in one alphabetical list, marked with an “N” or “C.” 

—Numbered lines and special division markers enable you to 
get all the essential data at a glance. 

—The Industry the Security represents—and other special indus- 
trial activities are shown, as these are of prime importance in 
judging the future of a company. 

Statistical Data:—You will find the important statistics so 
essential in judging and keeping track of your company-—-earn- 
ings—price range—dividend information—funded debt—shares 
outstanding—ticker symbols, and latest interim earnings available. 


Assembled in concise form, this booklet gives you—at a glance—information absolutely neces- 


Sary to every investor. 


These “Adjustable Stock Ratings,” in combination with THE MAGA- 


ZINE OF WALL STREET, make an unequalled investment service that should enable you to keep 
your funds profitably placed in sound issues at all times. 


Special Combination Offer 
The Magazine of Wall Street—Rating Book 


For a limited time we offer THE MAGAZINE OF WALL STREET for one year, including full consultation privileges of our Personal 


Service Department, (regular price $7.50) and the Monthly “Adjustable Stock Ratings” 
If you are a subscriber now, the expiration date of your current subscription will be extended accordingly. 


Mail This Coupon Today 


$9.00. 


The Magazine of Wall Street 
42 Broadway, New York, N. Y. 


Enclosed is my check for $9.00. 
of the Monthly “Adjustable Stock Ratings.” 


Canadian Postage 50c additional per year; Foreign $1.00 


one year (regular price $2.50)—all for 


Aug. 8, R. B. 1931 


(Enter) (Extend) my subscription to The Magazine of Wall Street for one year (26 
issues) including full consultation privileges of your Personal Service Department and also send me the next 12 issues 
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gravure will enjoy good company, Editorial matter and advertisements 
together create in rotogravure a quality or “class” atmosphere conducive 
to sales. The forceful character of rotogravure is due largely to its per- 
fect reproduction of pictures. Notice here the difficult combination of 
glass, silver, straws, ice, linen and even bubbles. Do not overlook the 
sales power of quality suggested by good company—by rotogravure. 
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Sales made economically will be the aim of 
most fall advertising. It is by that standard 
that we urge you fo consider the rotogra- 
vure sections of newspapers. It is there tha 
your product will enjoy the Class Associatio 
of fine editorial and quality advertising. 
There your advertising will have the advan 
tage of the greatest Reader Interest; of the 
Believability of photographs; and of Hig 
Visibility for advertisements of modest size. 
With rotogravure sections you have a Flexi 
bility of medium that enables Concentratio 
where sales are most probable, ranging fro 

local or sectional to National Coverage. 
The representative of your local rotogra 
vure section or our Rotogravure Develog 
ment Department, Kimberly-Clark Corpora 
tion, 8 South Michigan Avenue, Chicago, 
will gladly answer specific questions abou 


this economical medium of advertising. 
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Of What Use Are Brains? 


HEN one contemplates the per- 

\\ fectly needless and _ useless, 

except for its disciplinary ef- 
fects, financial and commercial strain 
and stress through which the world is 
passing he is moved to wonder whether 
the reasoning faculty of men is any 
better than the instinct of animals in 
dealing with problems of the group. 

Consider now only the gold side of 
the problem that distracts the world: 

The United States possesses about 
five billion dollars of gold—the basis 
of monetary credit—and yet it is starv- 
ing for money, that is to say, credit. 

France holds about 2.3 billion dollars 
of gold and is threatened with dis- 
astrous inflation because it has oceans 
of money and nothing it can do with 
it at home and nothing that it will do 
with it abroad. 

Across the channel the Bank of Eng- 
land is fighting with its back against 
the wall to stop the drain of gold to 
France, which has mounted to a flood 


of about 180 million dollars within a 
few weeks. 

Across the Rhine the Reichsbank is 
writhing in agony to hold gold and 
keep German commercial credit from 
vanishing. 

Plenty of gold does the United States 
no good, injures France. Too little 
gold wrecks Germany and makes the 
British lion groan. 

Yet the world’s store of gold is 
greater, vastly greater, in proportion 
to the world volume of business than 
it has been for decades. If it were a 
simple commodity, without the halo of 
the monetary standard it would be 
cheaper than silver. 

In the face of this situation we find 
business stolid or paralyzed throughout 
the world, although want and necessity 
press for satisfaction everywhere, and 
yet the means of production, communi- 
cation and transport have never before 
been even remotely approached. 

The simple reason of this situation 


is that while we have a surfeit of gold 
we have a scarcity of money in use, 
despite falling prices. The banks have 
plenty of money and little business in 
money. ‘There is an abundance of basic 
money and virtually no credit money. 

Lacking an international credit policy 
for the engineering of the plethora of 
gold, the United States is alone capable 
of remedying the situation. And we 
do nothing. If a perfect system of 
direct exchange of goods—barter— 
were possible we would soon hear little 
of overproduction. In the absence of 
such a system there must always be 
an abundance of credit to implement 
the intermediary steps of the complex 
system of indirect exchange, if produc- 
tion and consumption are kept in bal- 
ance. We have the means of providing 
the necessary credit but we do not 
use them. 

Instinct would probably meet such a 
situation in a community of ants. The 
reason of men is helpless before it. 








Steel 
Petroleum 
Metals 


In the Next Issue 


Part Two of 


The Mid-Year Dividend Forecast 


Giving the dividend prospect and market outlook for 
leading stocks in important industries, including: 


Chemicals 


Merchandising 


An Encyclopedia of Investment Information. 


Automobiles 
Accessories 


Food 

















AUGUST 8, 1931 





How to provide a 


RETIREMENT INCOME 
for yourself 


HIS new Retirement In- 

come Plan makes it pos- 
sible for you to retire at any 
age you wish, 55, 60, or 65. 
You may provide for yourself 
a monthly income of $100, 
$200, $300, or more. 

Suppose you decide to re- 

tire on an income of $200 a 
month when you are 60. Here 
is what you get: 
1. Anincomeof $200amonth, 
beginning atage 6oand lasting 
the rest of your life. You are 
assured a return of $20,000, 
and perhaps much more, de- 
pending upon how long you 
live. If you prefer, you may 
have a cash settlement of 
$27,000 at age 60 instead of 
the monthly income. 
2. Upon your death from any natural 
cause before age 60, your wife or any other 
heir you name receives a cash payment of 
$20,000. Or if preferred, your wife re- 
ceives a monthly income for life. 
3. Upon your death from accidental 
means before age 60, your wife or other 
heir receives a cash payment of $40,000. 
Or if preferred, your wife receives a 
monthly income for life. 
4. 1f serious illness or accident stops 
your earning power for a certain period, 
you will thereafter receive an income of 
$200 a month during such disability, 
even if it lasts the rest of your life. 


How much does it cost? 


A Retirement Income is paid for in small 
installments of only a few dollarsa month. 
The exact amount depends on (1) Your 
present age (2) The age at which you 








Say good-by to money worries forever 


wish to retire (3) The amount of monthly 
income you will want. 

One of the great advantages of this 
Plan is that it goes into operation the 
minute you pay your first small install- 
ment. Even though you should become 


totally disabled, you would not need to_ 


worry. Your installments would be paid 
by us out of a special reserve fund. 
Get this Free Book 

The Phoenix Mutual Company is one of 
the oldest, most conservative institu- 
tions in this country. It was founded in 
1851, and has been helping men and 
women to end money worries for over 
three quarters of a century. 


An interesting 28-page book called | 


“How to Get the Things You Want” 
explains how you can provide a Retire- 
ment Income for yourself. No cost. No 
obligation. Send for your copy now. 


6) PHOENIX MUTUAL 


LIFE INSURANCE COMPANY 


Home Office: Hartford, Conn. 


First Policy issued 1851 























Name 


PHOENIX MUTUALLIFE INSURANCE CO., 619 Elm St., Hartford, Conn. 
Send me by mail, without obligation, your new book, 
“How TO GET THE THINGS You WANT.” 


Date of Birth. 












Business Address 














Home Address 
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“Financial 


Independence 
at Fifty” 


BOOK which outlines 

successful plans for in- 
vestment and _ semi-investment 
through which you may become 
financially independent without 
taking chances or depending 
upon luck. Shows how to budget 
your income; to finance a home; 
and the kind of insurance most 
profitable. It will tell you how 
to save and still get the most out 
of life as you go along. 


231 pages. Illustrated with tables 
and charts, replete with examples 
and suggestions. Richly bound in 
imitation Morocco, dark blue flex- 
ible fabrikoid, lettered in im. 
pressed gold. 


PARTIAL CONTENTS 


Two Plans Suggested for Initial 
Accumulation. — The Preferred 
Stocks.—Judging a Good Bond. 
—The Six Ages of Investment.— 
In - and - Out - of - Season Invest- 
ments.—Insurance for Assurance. 
—The Expectation of Life— 
Women’s Sphere in Investments. 
—The Professions and Their In- 
vestments.—The Case of the 
Cautious Investor. — Assuming 
the Risk Involved.—Group Invest- 
ment.—The Six Per Cent Bridge. 
—Plans for a Young Capitalist — 
The Investor as a Scientific Bor- 
rower and Valued Customer.— 
The Answer to the Engineer of 
His Own Fortune.—Budgets and 
Savings Systems.—How to Create 
an Income Worth “Budgeting.” 


$1.50 Postpaid 


Only a Limited Quantity Avail- 
able at This Special Price. 


The Magazine of Wall Street 
42 Broadway, New York, N. Y. 


Enclosed is $1.50. Please send me @ 
copy of “Financial Independence at Fifty.” 
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(Please send me without obliga- 
tion your descriptive book circular. 
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Investment and Business [rend 


Let’s Have Some Inflation—Constructive Policy—Give the 
Investor a “Break” —A. Real Remedy—The Market Prospect 


LET’S HAVE 
SOME INFLATION 


EFLATION is a high- 
ly respectable word 
in the banking com- 

munity. If you want to command the respect of 

your banker give him a discourse on deflation just 
before you ask him for a little inflation of your own 

account. é 

If you want to degrade your standing with him, 
ask him how credit deflation can be cured except by 
inflation—and complete your ruin by frivolously cit- 
ing flat tires as an illustration. 

The worship of deflation has, become banking 
idolatry. 

If ever a country needed inflation ‘(call it expansion 
for the sake of verbal respectability, if you wish) it 
is the United States right now. The simple truth is 
that inflation is the good word for these times, and 
deflation the evil one. 

Broadly speaking, this country should be doing more 
business than ever. Yet in some lines it is back to 
the 1910 level, and 40 and 50 per cent of normal 
are common ratios. 

Disregarding “the events that led up to the tragedy,” 
what this country needs is money with which to do 
business. 

The Federal Reserve Banks have about 800 billion 
dollars of gold in excess of an absurdly high reserve 
requirement. It is idle, hoarded, futile gold. Reduc- 


ing the rediscount rate to nothing wouldn’t help when 
there are no borrowers. Potential borrowers have been 
exterminated by the refusal of the banks to lend. The 
only way to make bankers lend is to put them in a 
position that will make them itch to get rid of their 
idle cash. 

Only the Federal Reserve Banks can do that. Let 
those banks use their gold to buy government securi- 
ties and the resulting credit will drown the banks of 
deposit and commercial loans out of their deflation 
holes. 

Two hundred million of that perfectly useless gold 
in the vaults of the Reserve banks would create at 
least two billion dollars of ultimate commercial credit. 
The human cupidity of the bankers would compel 
them to use it. They would buy bonds and, if nothing 
else, money would be converted from stagnant to fluid 
plenty. Business would soon be busy-iness instead 
of busy-less. 

The Reserve banks recently made a feeble gesture 


in the direction of expansion, but already they have - 


beaten a timorous retreat. They hold the key to the 
money that business must have if it is ever to recover 
except by needlessly painful process of infinitesimally 
small steps. And yet they procrastinate and hesitate 
while business perishes for the need of what that key 
will unlock. 

If they can’t act of their own volition and decision 
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let them ask what Governor Strong would do if he 
returned to the earth, and then act on what they 
know would be his answer. 


=~ 
CONSTRUCTIVE HE action of the United 
POLICY States Steel Corpora- 
tion in reducing its 


common dividend from a $7 to a $4 basis is a con- 
structive development, regardless of its temporary effect 
upon the stock market. It removes one of the major 
uncertainties which recently have been weighing 
heavily upon the financial mind. More important, it 
represents a frank facing of the facts by the world’s 
largest industrial enterprise. It is to be hoped that its 
leadership in this direction will be followed by others 
for the persistent American effort to “save face,” be- 
ginning immediately after the crash of 1929, is one of 
the tragic follies of this depression. Every intelligent 
person must be aware by now that the frantic effort 
to cling to the standards of a boom era—with main- 
tenance of boom prices, boom dividends and boom 
wages—is futile. There cannot be the slightest doubt 
that we would at this moment be much nearer a sound 
business recovery if we had sooner turned from fatuous 
hope to cold reality. It would be a waste of time to 
attempt to interpret the action of Steel’s directors as 
a reflection of their views as to the business outlook. 
The simple truth is that as early as the last quarter 
of 1930 earnings had ceased to cover dividend require- 
ments. That some payment should be maintained out 
of a huge surplus is reasonable and proper but in this 
connection it must be remembered that until compara- 
tively recent years Steel was commonly regarded as a 
$5 stock and that share capitalization was expanded by 
a 40 per cent stock dividend in 1927. A $4 rate upon 
the increased capitalization appears sound and probably 
can be maintained until earnings recover. The divi- 
dend revision and the corporation’s reduction of salaries 
almost certainly will be followed by a cut in wage 
scales unless there occurs an unexpectedly early and 
broad revival of business. Since purchasing power de- 
pends upon wages, this would be regrettable; but in the 
long run wages, as well as salaries and dividends, can 
only be paid out of business earnings. The sooner 
whatever remaining adjustments are made, as individu- 
ally necessary, the closer we will approach economic 
convalescence. 


—_ 


GIVE THE INVESTOR ECENT  develop- 
A “BREAK” ments in the field 

of foreign finance 
raise the difficult question of how far bankers should 
go, helter-skelter, in underwriting and floating foreign 
loans in this country. 

It is notorious that soon after the currency system 
was reformed in Germany, along in 1925-27, that 
country was systematically combed by agents of Ameri- 
can banking houses looking for opportunities to place 
loans. It is not unlikely that some of these loans had 


to order. Sad particulars of their subsequent history 
may be gleaned from the foreign bond columns of the 
daily market reports. The bonds were made to order 
in Germany for high-pressure merchandising in the 
United States. They brought easy money to Germany, 
and there the money was spent in the proverbial way 
of all easy money. To a considerable degree these 
hothouse loans are responsible for the reckless spend- 
ing that has brought Germany to her present plight. 
Certainly they have involved us in the German mess 
far beyond any interest of a general international 
nature. 

We hesitate to suggest any sort of governmental 
supervision of foreign loans, but it does seem as if 
there ought to be some better method of allocating 
the placement of American funds abroad than the 
bond merchandising requirements of competing bankers. 
In these days of intense international competition in 
foreign trade our exporters and our bankers ought to 
do some team work. It is certainly not to the com- 
mon good for the investment funds of this country 
to be financing some cat-and-dog adventure in unstable 
countries when they could be placed in other countries 
in a manner to finance and promote American trade. 

The subject is academic at the moment because there 
are no foreign loans worth mentioning, but it will be 
a realistic one within a year. Now is a good time 
for planning some sort of regulation of foreign loans 
with the objectives of soundness and reconcilement 
with national interests. We ought not to finance any 
more credit jags in Germany or anywhere else. 


=~ 


A REAL O severe economic evils of any kind 
REMEDY there is one hopeful aspect, and 

that is that, if bad enough, they 
tend to set up their own curative processes. Condi- 
tions in the petroleum industry appear at last to have 
reached a significant turning point. The nub of the 
matter is that open market prices have dropped to a 
level at which the majority of oil wells spout losses 
rather than profits. Under such circumstances one 
need not worry about the difficulties of artificial pro- 
ration. Price will always do the trick. Operators and 
royalty owners in the important Oklahoma City field 
have voted to curtail production until reasonable prices 
again obtain. Similar action is being urged in other 
areas. Not even East Texas can make money on 
present prices and that fact is sufficient to force the 
most stubborn wild-catters to ultimate curtailment. Our 
millions of automobiles continue to burn gasoline. A 
few months enforced vacation for production would 
improve the industry's position tremendously. 


a 


THE MARKET UR most recent investment 
PROSPECT advice will be found in the 

discussion of the prospective 
trend of the market on page 504. The counsel em- 
bodied in this feature should be considered in connec- 
tion with all investment suggestions elsewhere in this 
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Business Credit line, the financial crisis in 
Europe has as yet caused no hardening of in- 
terest rates in this Country. Thus far the drop in 
foreign exchange rates, and the higher interest rates 
abroad, have lured only a trifling amount of gold from 
America; but the abnormally widespread of 3 per 
cent that now exists between the New York and Lon- 
don discount rates, following recent increases in the 
latter to 41/2 per cent, has served to intensify the spirit 
of caution in domestic banking circles. It is therefore 
not surprising to find that the New York banks have 
permitted excess reserves to accumulate recently until 
they now amount to nearly twice the figures of a year 
ago. In view of such obvious reluctance on the part 
of member banks to expand their deposit liabilities at 
the present juncture, recent attempts by the Federal 
Reserve Board to inject additional credit into the 
money market have apparently been abandoned. All 
in all, we find little in the financial situation, at home 
or abroad, to warrant hopes of an early return to 
prosperity. 
Industrial developments of the past fortnight, though 
somewhat mixed in portent, have tended to dampen 


\ S shown by the static condition of our Cost of 


expectations of a more than seasonal pick-up in busi- 
ness this fall. Incomplete returns on New Orders for 
the next point on our graph indicate but little change 
from the stagnant level which has obtained for the past 
three months. This must be construed as distinctly dis- 
appointing; for there can be no brisk gain in production 
and trade without a substantial rise in New Orders. 
The Business Activity line, after its brief Fourth of 
July bulge, has settled back now into the irregular and 
discouragingly slow upward creep that has been in 
evidence since February. 

Dividend reductions and poor earnings statements 
recently announced by the two leading steel companies 
have served to focus attention upon the gloomy out- 
look for groups dependent upon the construction in- 
dustries; though a number of other concerns, mostly en- 
gaged in supplying consumers’ wants, have been able to 
report fairly gratifying results for the second quarter. 
Thus we find that the stock market, while reactionary 
during the past fortnight in response to unfavorable 
developments, has uncovered little real weakness in the 
issues of companies which manage to show satisfactory 
earnings. The number of such companies is sur- 
prisingly large and is gradually increasing. 
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The Practical Plan 
To Bring Early Recovery 


By Cuarvés BENEDICT 





a 





The title of this article may seem startling, but we,helie 
justified by the plan itself—a plan that, besides being exte Tier. 
has the advantage of simplicity along lines easily understa Metta 
an expedient whose repercussion will arise later to make the*eu. <a 
difficult—but it is a definite plan to be put into quick operation’g 


it to be completely 
stical'and workable, 
 “ybody. It is not 









and without financial loans. The plan includes— Mee 


—A method for getting rid of the present surpluses of commodities. 


—It points the way to the development of new markets, not only to absorb these 
surpluses but to develop future trade. 


—It will foster a rapid and greater distribution of wealth; and enhance world 


purchasing power. 


—It utilizes existing and tried methods of sales financing without resorting to 
government or private banking loans, securities of which could not be marketed 


at the present time. 





_ > 





the bent back of business and restricted and depressed 

markets relieved of the surpluses which keep the 
prices of cotton, wheat, copper, coal, oil and other raw 
materials below the cost of production, if we are to ex- 
perience an early termination of the depression which has 
beset world trade and industry for nearly two years. It is 
further evident that such relief must be in progress before 
the coming harvest adds its weight of abundance to the 
current over-supply of agricultural products if full benefits 
are to be derived. And if, in addition, foreign markets are 
simultaneously improved by the injection of new vitality, 
restored credit, and relief from suffering in the weaker 
nations which have been most sorely afflicted by the eco- 
nomic cataclysm of 1930-31, then revival and recovery will 
indeed be assured. 

Restore a reasonable degree of stability in raw material 
prices by a broadening of the channels of consumption, 
and many of the current ills of the world, economic, social 
and political, will be cured at once. 

This seeming Utopian condition is by no means im- 
possible of realization. It calls for no more than a mixture 
of common sense with a modicum of courage. 


Te excess stocks of commodities must be lifted from 


It has been commonly and truly said, that present ills* 


are largely attributable to mal-distribution; that potential 
consumption exists for all the surpluses. The answer then 
is in bringing the consumer, whether he be in Argentina 
or Zanzibar, in touch with the seller and providing terms 
that will be acceptable to the latter and within the capacity 
of the former. Nor is this all fine theory. It has been 
done before. It is being done riow. 


$02 


In this second year of a depression a handful of com 
panies are showing spectacularly mounting sales records of 
mechanical refrigerators solely as a result of a suitable ex: 
tension of credit terms—terms by which people who could 
not afford to buy a refrigerator even in good times, are 
buying this modern comfort for the small cost of what 
they would normally expend daily for ice. In other words 
the companies manufacturing these devices have been smart 
enough to seize the possibilities in the buying power rep- 
resented by the few cents a day for ice. 

Ten years or more ago the automobile industry followed 
a similar procedure. Leading manufacturers found their 
markets dwindling, as all those who could afford auto- 
mobiles had them. They sought new markets in the thou- 
sands of potential buyers who had the desire to buy, but 
neither the cash nor the credit; just as we, as a nation, must 
today seek new customers for our goods among the nations 
which should be aggressive buyers of commodities, whose 
physical needs are large, but whose national purse is flat, 
and whose credit is nil. When the motor car makers 
tackled this problem of converting a potential market into 
an actual one, they did not do it by lending money to every 
possible customer—i. e., supplying a bank account against 
which to draw on account of purchases made—as is the 
custom in making loans, but by adopting a system of long’ 
term credit to the individual and to dealer-groups, familiarly 
known as installment selling. It was no novelty even then. 
It had been applied successfully for years before. The auto 
mobile industry merely adapted it to its own needs. 

What happened as a result is too well known to be 
recounted. The market quadrupled in size. What is more, 
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nobody lost by the enormous credit extended, either in good 
times or bad. Discount or financing companies were estab- 
lished, and as it became increasingly evident that risks were 
sound, that re-possessions and defaults in payment were no 
more than a fraction of one per cent, installment paper be- 
came a commonly acepted, easily discountable credit in- 
strument. The fact that this plan was used during the 
boom to oversell an already saturated market of known buy- 
ing power is not the fault of the installment plan idea, but 
its application. 

Now the situation of this country in its commercial 
relations abroad is not unlike the domestic situation of the 
electric refrigerator manufacturers today or the motor car 
industry a few years back. We have an abundance of 
goods—more than we can use—so much indeed that we 
have considered destroying it or giving it away. In Brazil 
they are getting rid of surplus coffee by burning it. Yet 
there are millions of potential customers in various parts 
of the world for goods and who are in need of the very 
essentials of life. It is not only humane, but good common 
sense as well to supply these people with the commodities 
which they need, on a long-term credit basis, because by 
doing so we increase the value of the goods of the re- 
maining normal supply to a point where it more 
than equals the amount sold in this way. In- 
stead of adding to our already embarras- 
sing position on foreign loans—why .- 
not stop these money loans and 
(loan) sell some of our over- 
supply of commodities on very 
easy terms? If we contem- 
plate gift or destruction cer- 
tainly we can assume a broad 
risk in a sale—particularly 
since, entirely apart from eco- 
nomic advantages, it gives the 
opportunity of relieving mil- 
lions of starving, unfortunate 
and unhappy people. 

Moreover, the machinery 
for accomplishing this 1s at 
hand in our great agricultural 
co-operatives, our trade associ- 
ations and similar institutions, 
which can undertake the sale of these sur- 
pluses to those individuals and buying 
co-operatives of other countries who 
need such goods so badly today. 

The great advantage of this plan is 
that we will be selling goods to those 
people who have not been able to buy 
them and otherwise would not be able 
to buy them; and it will, therefore, not 
kill or hurt our existing markets. 

Let us take Poland, for example, whose poor 
credit at the present time makes it impossible 
for her to purchase cotton from us although 
she has hundreds of thousands of idle spindles 
and looms and a numerous population in need 
of cotton goods. Suppose that a large cotton 
farmers’ co-operative approached the embar- 
rassed cotton textile industry of Poland with a 
proposition to deliver a year’s supply of raw 
cotton—say 350,000 bales—at the current 
market price of 10 cents, under terms by 
which payment can be made in one to even 
twenty years, and with interest as low as 4 
per cent. 

Bear in mind that Poland under present 
credit conditions would not otherwise be a 
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buyer of cotton from us on anywhere near so large 
a scale, if at all. Hence, 350,000 bales of cotton would 
actually be taken out of world markets— cotton 
that would not otherwise be sold. Another point 
to be considered in this connection is the fact that 
there is every likelihood, that.as a result of accruing benefits 
under the new French Trade Treaty with Russia, Russia 
and Poland may get together economically and if we do 
not capture the Polish cotton market, Russia will, and~sun- 
doubtedly on a barter basis. 

Then suppose that the farm co-operative turned its atten- 
tion to China. China is a negligible buyer of our raw 
cotton but has enormous consumptive capacity for the cloth 
far beyond the meager capacity of her spinning equipment. 
What is to prevent the co-operative from calling on the 
cotton textile manufacturers’ association and making a deal 
whereby raw cotton be delivered to the spinner and the 
cloth delivered’ to a Chinese distributing organization on 
terms similar to those offered Poland. 

What do you think would happen to the price of cotton 
when a few million bales were sold in this manner? Would 
not the inevitable increase in price offer a substantial com- 

pensation for the risk involved by the co-operatives in 
selling on such long terms? Would it not permit 
a far more substantial profit on the sale of 
the balance in stock or even from the sub- 
sequent harvest? 

Let us examine some of theotherre- 
sults: Employment would have been 

afforded at home to textile mill 

workers; shipping and railroad 

transportation would have bene- 
fited. Poland and China would 
have increased their industrial 
activity and the expensive ne- 
gotiation and high interest rates 
of either a governmental or pri- 
vate loan would have been ob- 
viated. Meanwhile public opin- 
ion would most certainly be in- 
fluenced by these operations. If 

Poland and China merited this 

extension of credit, theiroutlook, 
the public would say, could not be so 
black over a term of years. Their bonds 
would automatically reflect this im- 
proved sentiment. With the rise in 
price of these securities the credit posi- 
tion jof the countriesshould improve fur- 
ther. More private credit would be ex- 
tended, employment increased, consumption 
accelerated, and the impoverished nations 
restored to a position of world trade in 
_ which we would naturally secure a sizable 
portion. 


Apparently, though not actually, the co-opera- 
tive is left holding the bag. It would have sold 
two million bales of cotton and have notes in pay- 
ment. Under these circumstances how would it 
compensate its members, who are the actual pro- 
ducers? First, by the profit made on subsequent 
sales in a market which would rise on the release 
from the pressure of surpluses, and second by dis- 
counting its notes just as the automobile dealer 
puts his paper through the finance company. Not 
immediately possibly but in a short time, no doubt, 
finance companies with international scope of 
operations will be formed to provide for this very 
need. There is machinery to discount this 


(Please turn to page 551) 
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Completion of Market 
Readjustment Necessary 


In a Limited Number of Stocks Investment 
Accumulation Appears Justified But the 


Basic Trend Remains Hazardously Uncertain 


By A. T. MiILter 


FTER weeks of almost complete preoccupation with 

the European scene, the stock market's attention has 

shifted back to domestic affairs. This in itself is 
favorable for, regardless of the importance of foreign trade, 
our real destiny is written here. Moreover the very fact 
that we can turn our eyes even temporarily from Europe 
suggests that the German credit crisis has lost its most 
urgent potentialities for damage to the world’s economic 
and political structure. For this reason it is possible to 
hope that coming German developments, however difficult 
and halting, will point toward a reconstruction of con- 
fidence. 

Meanwhile it is not to be denied that the recent course 
of events in Europe constitutes a retarding influence in the 
outlook for world recovery. Nor can we as yet completely 
ignore the possibility of fresh European adversities. Yet 
the American investor would do well to keep in mind that 
the security prospect must depend overwhelmingly on the 
course of corporate earning power in this country. The 
economic panorama of the world has never been, and prob- 
ably never will be, one of complete tranquillity. For cen- 
turies in Europe peace has been an interlude between poli- 
tical and economic disturbances. Such obstacles to easy 
prosperity are regrettable but American business has sur- 
mounted them in the past and will have to do so again. 

They are less important, in any 


In this sense domestic developments are more favorable 
than they seem on the surface. We have not only made 
real progress in some of the inevitable economic adjust- 
ments but, perhaps even more important, have abandoned 


‘the fatuous insistence of late 1929 that boom prices, boom 


dividends and boom wages be maintained despite the utter 
disappearance of boom earnings. On all sides, with the sole 
exception of timid politicians, the present disposition is to 
look the facts frankly in the face. 

And when we recognize the facts we approach solid 
ground, permit calm reasoning and discrimination to control 
stock market policy and free ourselves from the domination 
of fear. Striking evidence of this change of attitude is 
afforded by the market's response to the German crisis. 
Such reaction as occurred was dull and orderly, both quali- 
ties indicating a vastly strengthened speculative fortitude. 
Generally speaking, the inclination of the public then and 
now is neither to buy nor to sell stocks, but to wait and 
watch developments. It is in a stalemate of this kind that 
bear markets have usually ended, and should logically end. 
In this respect recent trading at the dullest rate in seven 
years is a healthy sign—as far as it goes. It does not neces 
sarily forecast revival this autumn, for, the illness being 
severe, rest and convalescence might well be protracted. 

Paradoxically, under these conditions, the real speculative 
danger is not that the market may 
react somewhat farther at present 





event, than our domestic readjust- 





ment and there is comfort and 
guidance for the investor in the 
fact that already we have made 
substantial progress along this line 
during twenty-three months of 
depression and are steadily making 
more. Whether we have yet pre- 
pared adequate groundwork for 
the start of a genuine revival this 
autumn remains highly uncertain 
but perhaps will be revealed within 
the next six weeks. Meanwhile 


“The real speculative danger is not 
that the market may react somewhat 
further at present but that it may be 
subjected to a premature rally based 
on the assumption that coming sea- 
sonal gains will necessarily be trans- 
lated into basic improvement.” 


but that it may be subjected to a 
premature rally based on the as 
sumption that coming seasonal 
gains will necessarily be translated 
into basic improvement. Perhaps 
they will, but prudence would 
counsel that we wait and see, for 
the danger of another season 0 
business disappointment is a real 
one and the lurking possibility of 
a final serious break in the market 
will be made all the greater by any 





the making of necessary changes 


intervening rally. 





either in corporéte’ affairs or in- 

ternational political relations, however distasteful, is con- 
structive. The only way to deflate is to deflate and the 
only way to solve a difficulty is to tackle it. In this sense 
it is constructive that deep-rooted European troubles have 
come to a head. 
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At this writing the disposition 
of Wall Street is to regard the action of the United States 
Steel Corporation in reducing salaries and the common divi 
dend as one of the major speculative landmarks of the year. 
It is, in that it marks the decision of the world’s largest in 
dustrial corporation to recognize and acknowledge the facts 
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of its position. The market's reaction to the $4 dividend 
has been intensified because of the mistaken assumption, 
unrelated to logic, that the cut would only be to $5. Yet 
the former $7 dividend clearly represented a boom basis, 
and not only this but a boom dividend upon a greatly in- 
creased share capitalization resulting from a 40 per cent 
stock dividend four years ago. 

More than nine months ago it became clear that earnings 
would not justify the $7 payment and that sound policy 
would not permit indefinite payment at that rate even out 
of a huge surplus. Under these circumstances, the readjust- 
ment, regardless of immediate market effect, can only 
regarded as wholesome and constructive. Examined with 
common sense, it is an honest recognition of the present 
and by no means an attempt to forecast the future. It 
does not darken the prospect for recovery, especially since 
it is well understood that the revival of steel earnings is 
normally slow. To the extent that it encourages other cor- 
porations to make their own courageous adjustments along 
individually necessary lines, regardless of political pressure, 
it brightens the basic 
outlook. 


tively low-priced stocks, liquidation is obviously more nearly 
complete than in the majority of the former Blue Chips. 
In a few of these the danger of further serious decline 
appears remote. For example, a limited number of stocks 
even in the severe liquidation of April and May held above 
the lows established last November and December. Such 
individual performances should begin to guide scale-down 
accumulation, although it must be emphasized that the 
minority of favored issues cannot wholly escape such fur- 
ther general market unsettlement as may occur and, more- 
over, that there is scant prospect that they can quickly cut 
through the inertia of a depressed market to experience 
substantial advance. 

Additional guidance is offered by some of the half-year 
earnings reports now coming to hand. In general, the 
showing is not as bad as that for which Wall Street had 
prepared itself a few weeks ago. Here and there com- 
panies have succeeded admirably in cutting their costs and 
broadening profit margins. In a few instances earnings are 
actually larger than in the first half of 1930. In such issues 

there is, obviously, 
little reason to fear 





Although the pay- 
roll revision an- 
nounced by Steel 
applies only to sala- 
ried workers and 
not to its wage 
scale, it can scarcely 
fail to focus re- 
newed public atten- 
tion upon the wage 
problem. From a 
cut in dividends and 
salaries the step to a 
cut in wages is not 
a broad one and the 
company would sur- 
prise few in Wall 
Street by taking it 
in the event that 
substantial business 
improvement fails to 
set in this autumn. 
The question, of 
course, is debatable, 
since purchasing 
power is so largely 








that former market 
lows will be vio 
lated. Among other 
companies there is in 
many cases a Satis- 
factory maintenance 
of profits, with Gen- 
eral Motors a not- 
able example. 
Others, such as 
Westinghouse, 
Johns-Manville, du- 
Pont, Chrysler and 
National Cash Reg- 
ister, while still de- 
pressed, were able 
to do better in the 
second quarter than 
the first. 


It is not yet clear 
whether these gains 
are chiefly seasonal 
or the result of in- 
ternal readjustments 
but the test of the 
third quarter will 
throw convincing 
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payrolls, but pay- 

rolls in turn can 

only be supported by business earnings. It is clear that 
some companies are in no position to maintain boom era 
wage scales and poésible that temporary cuts would do 
more good than harm by contributing to slim or vanished 
profit margins and hence to general revival. In any event 
the problem will not be determined by theory. 

In considering the market outlook broad generalization 
becomes increasingly misleading. Business does not recover 
at a given moment. There is at all times a wide divergence 
of earnings trends among industries and corporations. Some 
industries move early in the business cycle, others late. 
Some companies, either due to inherently favorable situa- 
tion or to alert management, are quicker than others in 
making needed adjustments. As the market settles more 
nearly into an investment basis, these variations assume in- 
creasing importance and in the case of a growing number 
of stocks the influence of general market movements is 
minimized. 

One is justified in pointing out that in many of the rela- 
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ter, giving investors 
fairly clear evidence as to a turn in many individual com- 
panies. 

In general, improvement is most notable in companies 
dealing in consumption goods and it remains impossible to 
determine how much time will be required for this to spread 
to basic lines. The prospect of major gains this year in 
steel operations, in car loadings, in construction, in auto- 
mobile sales, in the petroleum industry and in non-ferrous 
metals still appears to remain slight—slight enough to put 
the burden of proof in coming weeks upon the actual 
records. Moreover, the problem of excessive surpluses in 
many lines remains with us and will not be wished away. 
It will continue to weigh heavily upon: prices of various 
commodities and to retard the much needed expansion in 
farm purchasing power. 

At this writing there is little expectation of any addi- 
tional “hypodermics” from Washington in the immediate 
future. If further injections are made, they are likely to 

(Please turn to page 555) 
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Why Business Should Experience 
a Fall Recovery and 


Why Not 


Seasonal Expansion Checked by Low 
Prices for Crops and German Crisis But 


Consumer Buying Gaining Momentum 


By THropore M. KNAPpPEN 








\\ 71TH the failure of the sea- 
sonal business peak of last 
spring to develop into a 

cyclical revival of business, hope 

deferred looked to the fall revival 
as the next opportunity for the 
takeoff of prosperity. 

We are now near enough to the 
beginning of the normal fall 
quickening of trade to get some 
idea of its proportions, and we 
have better knowledge now than 
we had a month ago of the under- 
lying business situation both at 
home and abroad. 

Actually and sentimentally the 
volume of the harvest and the 


The approach of autumn, always a 
critical point in the business trend, is 
of especial interest and importance 
because it will almost certainly reveal, 
probably within a few weeks, whether 
expected gains are to be merely sea- 
sonal or broad enough to indicate the 
beginning of genuine revival. The 
evidence out of which the answer will 
develop is herein weighed. 


for all products of agriculture. 

Nevertheless, despite occasional 
reports of farmers abandoning 
their crops, rather than undertake 
the expense of gathering them, 
the products of the fields, pastures 
and ranges will be sold, moved, 
processed, manufactured and con- 
sumed. There will be the usual 
annual conversion of farm prod- 
ucts into money and a measure 
of the annual settlements, renewed 
credits and essential purchases. 
The huge crops may profit the 
farmers nothing but they will 
tax the capacity of the “granger” 
railways, crowd the mills and 








prices of agricultural products have 
always been a powerful if not the 
dominant factor in the tide of fall business. Within limits 
volume has usually been more influential than price. There 
was a time, indeed, when the world’s business cycles were 
supposed to be determined mainly by the harvests—a good 
harvest being the signal for the return or the continuation 
of good times. In recent years, though, growing agricul- 
tural surpluses have brought about a reverse situation; in 
which a crop shortage, while working passing hardship, 
would contribute to general business revival. While a 
crop failure in the United States this year would have been 
a calamity of incalcuable proportions, the bountiful crops 
that are now in realization or prospect are actually having 
a retarding and depressing commercial effect. With wheat, 
for instance, selling at lower prices in Liverpool than for 
more than three hundred years, and bringing as low as 
twenty-five and thirty cents on American farms, and as 
little in central markets as in 1894, there is little prospect 
of increased buying this fall among the farm population 
dependent upon that cereal. The cotton areas are almost 
as badly off. The huge corn crop now promised while 
insuring against actual want in the pork belt does not 
contribute at 45- and 50-cent terminal prices to business 
zest. Broadly speaking, prices are discouragingly low 
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afford employment to vast num- 
bers of workers. But far from 
there being rural activity and hopefulness in the presence 
of plenty there will be lethargy and passive resignation. 
The harvests will contribute to the usual seasonal expan- 
sion of business, but so far as it is dependent upon them 
it will not be of normal vigor. : 

The other side of this shield is that the cost of living 
will be lowered for urban populations, making it easier 
for them to get along on their reduced incomes. As the 
urban population of the United States is now about 75,000,’ 
000 out of 125,000,000 it is evident that their well-being 
is a larger factor in composite well-being than that of the 
rural population, of which only about 27,000,000 are 
actually resident on farms. But this benefit to the cities 
of cheap food is of a static nature, it will not stir business. 


Retail Revival Gains Momentum 


Turning now to conditions that are contained within 
industry and trade, independently of agriculture, we are 
confronted with some encouraging and some discouraging 
facts. The former relate to consumption of consumer 
goods. Retail trade, at least its physical volume, continues 
to exhibit surprising vitality. It is going through the sum- 
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mer more actively than had been expected, and 
may be counted upon for expansion in the fall. 

The spread between wholesale and retail prices 
becomes narrower and narrower and as that proc- 
ess goes on buyer resistante weakens. The stint- 
ing habit of the past two years is beginning to pass. 
Exhaustion of personal and household supplies has 
much to do with this tendency, and offsets in 
some considerable degree the lack of confidence 
and the spirit of enterprise, which still persists. 
The accumulation of savings deposits and of real 
deposits in the commercial banks testifies to the 
existence of an enormous purchasing potentiality 
notwithstanding all the rude assaults of the past 
two years upon it. 


Confidence Versus Necessity 


If confidence in the future were more general 
retail buying would be fnuch Iarger than it is. 
Generous consumption is the mainspring of busi- 
ness prosperity. That confidence which results in 
care-free buying is still lacking is shown by the 
fact that additions of approximately 200 million 
dollars to the American monetary gold stocks and 
an increase of about 170 million dollars in the 
amount of money in nominal circulation has not 
increased bank credit. But it is a great gain to 
have reached the plane of necessitous buying. 

The benefits that already have come to shoes 
and leather, gasoline, tires, cotton, silk, and woolen 
goods, may reasonably be expected to extend dur- 
ing the fall to other lines. The success of the 
great concerted drive for refrigerator sales is 
significant. It indicates the reserve consuming 
power of the country and shows what will happen 
generally when enterprise revives, confidence gains 
and stinting is overcome. Of similar significance 
is the success of the Cotton Week drive of June 
1-6 and its gratifying follow-up. 


Effects of the German Crisis 

Recent developments abroad and particularly 
in the German financial problem are not such as 
to give hope for any fall acceleration of business, 
either seasonal or cyclical, from foreign trade. 
There was a period of sanguineness immediately 
after the Hoover moratorium was proposed, but 
subsequent revelations of the extent of the Ger- 
man dislocation and the need for a large amount 
of new credit, in addition to suspension of repara- 
tions obligations, have resulted in a general con- 
viction that there will be no dramatic recovery 
in Germany or in Europe in general. The net 
result of the whole German episode appears as 
this is written to be one of immediate discourage- 
ment rather than the reverse. No doubt this 
position could be suddenly changed, but such a 
change could be brought about only by France 
or the United States, and neither of them is likely 
to take speedily- the wholesale measures required 
—the former from disinclination and the latter 
from lack of coherence between government and 
finance. The difficulty of floating German loans 
in the United States at this time needs no comment. 

The German crisis may turn out to be a bless- 
ing in disguise. It was a real panic in Germany 
and something of an intellectual panic elsewhere. 
It tends to break up the business weather static 
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and set curative forces to work. It prompts to heroic 
measures looking to the dispersion of the remaining obstruc- 
tions to recovery, such as stubborn refusal to align prices 
of manufactured products to those of raw materials and 
the insistence on wage scales out of line with the cost of 
living and those of other industries and reduced wealth 
production. 


Up to the Ultimate Consumer 


Outside of consumers’ goods there is not much in the 
domestic field to indicate an encouraging degree of seasonal 
expansion in the fall. The building industry sinks steadily 
to lower levels, and there is no reason to believe that the 
pressure of necessity will give it much help this year. In 
fact, it is our growing conviction that this industry can 
not be counted upon as a source of recovery from this 
depression. It will tag and not lead the procession of 
returning prosperity. No more can steel be looked to as 
a bell-wether this time. When the steel business reveals 
marked improvement it will be a record and not a sign. 
At any rate there is nothing now in the steel horizon to 
indicate anything more than a normal relative betterment 
during the autumn months. The heavy current of ex- 
traordinary public and semi-public construction which has 
done so much to keep the construction and construction 
material industries alive during the past twelve months has 
about spent itself. The come-back of building will be 
mainly in the residential field at first, and there is no rea- 
son to believe that it will amount to much this fall. 

Although the automobile industry is doing surprisingly 
well for the dead season of a somnolent year, there is noth- 
ing now to indicate that the fall will give it much of an 
impetus. 

The new sagging of commodity indices, although it may 
be mostly seasonal and partly sentimental, certainly gives 
no basis for optimistic forecasting related to a hope of 
rising prices. 

The gains in the index of electric power consumption 
are significantly prophetic, being the minute contributions 
of a great number of users. 

The one bright spot in car loadings, that is, less than 
car loads of miscellaneous freight, supports the view that 
we have definitely entered a period of growing consumer 
buying. 

The railroads, themselves, will not contribute anything 
this fall to increased buying unless the Interstate Commerce 
Commission should promptly authorize increased rates, but 
it seems unlikely that action will be taken in time to in- 
fluence the re-entry of the railways into the supply and 
equipment markets. 

There is nothing in bank loans and no tightening interest 
rates to suggest that business is laying plans for 
fall expansion. The continued strength of the 
bond market, on the other hand, is encouraging. 
Taken together with the low stage of 
bank loans, the scant earnings of the 
banks, their low interest rates on de- 
posits and mounting accumulations of 
real deposits, the bond situation fore- 
shadows the approach of a period when 
money will no longer be content 
with aloof passivity, but will begin 
actively to seek earnings. 

Confidence may be expected to 
gain strength, especially if in the 
next month or two the German 
crisis should be permanently relieved. 
When we speak of confidence we 
touch on the intangible realm of busi- 
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ness psychology, which is often without apparent rational 
relation to reality. We see now that the last boom should 
have ended long before it did. A business revival may 
start before facts and logic would seem to justify it 
although the historic tendency seems to be for both bull 
and bear sentiment to overstay their justification. We 
know that business was actually reviving after the “second 
bottom” of 1921, but as late as November of that year great 
business executives went on record as believing that it would 
take ten years to recover. It is possible that the fall will 
see this country well started towards recovery. Yet it 
is not possible to give valid reasons for anything but slow 
recovery, contrary to the precedent of 1921-22, when it 
required only twelve months to regain the normal level, 
We long since perceived that in 1921-22 a world that was 
short of everything and had tremendous tasks of recon- 
struction and construction before it was faced by the 
United States with enormously increased capacity for satis. 
fying demand. 

The world situation is now one of satiety instead of 
sharp desire and the capacity of production is so great 
that moderately growing demand is not likely to have a 
quickly tonic effect. A condition at all analogous to that 
of 1921-22 could apparently be brought about now 
only by a RISER crop shortage, of which there 
is not the slightest prospect, notwithstanding the 
disaster that has overtaken the grain fields of western 
Canada. 


Always Remembering the Unexpected 


While it is probable that we are now in the feeble 
beginning of the expansion phase of the present cycle there 
is nothing in its visible structure to indicate anything but 
slow recovery for the next six months. It is impossible 
to find any but the normal factors of recovery. There 
is no promise of expedition from anything inherent in the 
nature of the present depression or in the more or less 
artificial measures of hastening recovery that are being 
applied or proposed. We have been a long time in reach: 
ing the bottom; and likely we shall be a long time climbing 
out of it, always keeping in mind the fact that the un- 
expected has a way of happening. The conjunction of 
the accumulation of unsatisfied wants, declining stocks, 
growing restiveness of capital and entrepreneurs, the temp: 
tation of low price levels, the pressure of abundant funds, 
and an unimpaired business and financial structure 
may suddenly accelerate the normal progress of re 
covery. 

This article does not have the outlook in securities as 
part of its subject matter. But their position is always a 
product of the present business condition and the outlook, 
as appraised by speculators and investors. The 
outlook is frequently the dominant factor, and 
when it prevails the security market antici 
pates business recovery. In that event we 
may—probably will—have in the fall a factor 
that will stimulate the business tone, as 
it is notorious that a buoyant stock 
market arouses hope and prompts to 
energetic business action. 

The normal course of commercial 
recuperation begins with the exercise of 

repressed purchasing power by those 
elements of the community who 
still have it. There comes a time 
in every period of depression when 
necessity conquers the inhibitions 
of caution and fear. Take shoes 
(Please turn to page 554) 
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The future contract has demonstrated its value to the mer- 
chant and manufacturer. It should prove even more valuable 
to the producer and of great use as a corrective for price de- 


pressions arising from burdensome over-supply. 


Price Declines Can Be 
Checked 


By a Natural Method of Market Control 


By C. T. Revergz 


modity prices, but profit can be had out of a stabilized 

price level, even if it be low. For this reason stabiliza- 
tion, which is practically possible, should command closer 
heed at present than the hope for broad advance, which, 
at best, is uncertain. 

The importance of maintaining a commodity price level 
that will furnish a profit to the producers is generally recog- 
nized. Politically, it has become an obsession in more than 
one nation. Back of this idea we find the incentive for 
Brazilian valorization, rubber restriction, Cuba's attempt to 
control sugar production, the debenture plan and equiliza- 
tion fee proposals, and, last but not least, our own Federal 
Farm Board. 

It seems all the more strange, therefore, that the political 
friends of the farmer and other producers have overlooked 
the instrument most admirably adapted to cure the evil of 
price depression resulting from excessive oversupply. This 
is the future contract now employed for trading in our 
leading commodities, grain, cotton, rubber, sugar, coffee, 
hides, silk, metals, and other staple products. 


|: is impossible for business to prosper on declining com- 


Using the Future Contract 


One of the outcries against the future contract system 
has been that while it has been of great value to the mer- 
chant, and is occasionally used to advantage by manufac- 
turers, it never has been of any direct benefit to the pro- 
ducer, although he may have received certain indirect 
benefits from it. 

As a matter of fact, while the future contract system 
has provided insurance against hostile price changes for the 
merchant, thereby enabling him to do a volume business 
that would have been impossible otherwise, and while it 
could be utilized by processors and manufacturers to re- 
duce, and even practically eliminate, inventory losses, its 
greatest value would accrue to the producer of raw ma- 
terials if its utility were properly presented and adequate 
means were employed for passing on the increment to those 
entitled to receive it. 

Although substantial capital would be required for 
carrying on the operation, the element of ultimate risk 
would be minimized. In the case of the agricultural prod- 
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ucts of the United States, it would not be necessary to 
employ such a sum as the half billion dollars appropriated 
for the use of the Federal Farm Board, and moreover, while 
the resultant benefit would be a living price for agriculture, 
the complete transaction, in all probability, would not cost 
the Government or the taxpayer a penny. 

In order that the function of the future contract may be 
clearly understood and to show how it may be applied to 
solve the troublesome problems of the producer, it might 
be just as well to trace its progress and sketch its develop- 
ment to the position it now occupies. ; 

There is nothing obscure or esoteric about the future 
contract. As it stands today every commitment for cotton, 
wheat, rubber, or any other product represents the equiva- 
lent of the physical commodity itself. Although it is a 
medium for speculation, it is not a gambling device and, 
in fact, was originally devised to take the hazard or element 
of chance out of merchant transactions. It is, in fact, 
primarily a medium of insurance against unfavorable price 
fluctuations. It affords a means of protection against 
adverse price changes. ‘The grain merchant who buys 
50,000 bushels of wheat from a country elevator and has 
no immediate mill outlet for it, sells the equivalent of 
50,000 bushels of wheat on the Chicago Board of Trade, 
for example. If the market breaks ten cents per bushel he 
is protected against the decline in the price of the actual 
wheat by the profit in his hedge sales on the Chicago Board 
of Trade. The cotton merchant protects himself in like 
fashion. 


Providing Insurance Against Loss 


On the other hand, a cotton manufacturer who takes a 
contract for several million yards of print cloths for future 
delivery can immediately protect himself against an ad- 
vance in the price of his raw material by buying future 
contracts on the New York Cotton Exchange. There are 
simple illustrations of the methods now employed. 

It seems strange that it took the business world practi- 
cally five hundred years to work out this system. In the 
days when wheat was raised in a small European field and 
hauled to an adjacent mill for grinding, there was no neces- 
sity for the price insurance now demanded, 
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Students of history, however, are familiar with the fact 
that as the economic life of the world became more com- 
plex through the division of productive effort, as evidenced 
by the production of raw materials in one locality and their 
manufacture and distribution in others, the risk attendant 
on distributing these commodities gradually became too 
great a burden for the purely merchant group to assume. 
The uneasiness of merchant interests over these risks be- 
came apparent as far back as the days of the old Venetian 
Republic and the Hanseatic League of cities in the early 
part of the Fifteenth Century. Losses due to price 
changes for raw materials in transit frequently were serious 
and ruinous. Heavy profit margins were exacted as a con- 
sequence of the hazards involved. 

The subconscious sense of the business world even in 
those days de- 


erty without involving a transfer of the property itself. 
They circulated freely, and frequently bore many endorse- 
ments before they were finally presented for the goods. 
Naturally they facilitated advances of capital and otherwise 
stimulated trade by making transactions less cumbersome. 
In all such instances, however, the warrants were merely 
special receipts and represented specific lots. 

It was not until the warrant system was applied to the 
metal market that the time contract began to get on a mod- 
ern basis. In metals the grading system was established, 
and then the warrants, instead of calling for delivery of a 
specific lot of pig iron, lead, or copper, merely became 
transferable orders for a given amount of metal of a stated 
grade. The importance of the new idea was immediately 
recognized and extended to other commodities. 

Up to the middle 
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Wealth of Nations,” 


Adam Smith did not 
even mention the word “speculation.” It was an unknown 


term. He does, however, refer to an operation known as 
“engrossing and forestalling,” the predecessor of modern 
speculation. He says: 

“The popular fear of engrossing and forestalling may be 
compared to the popular terrors and suspicions of witch- 
craft. The unfortunate wretches accused of this latter 
crime were not more innocent of the misfortunes imputed 
to them than those who have been accused of the former.” 


Wide Price Changes in Former Years 


Some idea of the violence of price changes before the 
advent of contract trading is furnished by the instance of 
wheat in England which in 1335 sold at 10 shillings per 
bushel, and in the following year at 10 pence. In the sum- 
mer of 1825, cotton in New Orleans broke from 30 cents 
to 12 cents in less than a month. This was not a crash due 
to world-wide panic or credit conditions. 

Toward the end of the Eighteenth Century the exigencies 
of the export trade demanded the development of time con- 
tracts. At about this stage it became the practice to sell 
goods for “forward delivery.” These dealings were of a 
crude nature and called merely for delivery of a particular 
lot of goods, based either on submitted samples or having 
reference to a recognized standard. In the early part of 
the Nineteenth Century there came sales of cotton “in 
transit,” or “to arrive.’’ In each case the seller had sold 
something not in his possession, but which he had every 
reason to believe he could deliver. 

With the inception, and, later, the perfection of the 
warrant system, another forward step was made. Through 
the warrant it was possible to er ownership of prop- 
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West by former 
methods. Elevators and warehouses were built and receipts 
were given for grain in storage. The business assumed 
such enormous proportions that receipts for specific lots 
were no longer possible, and by 1860 the grading system 
was installed. In this way it was possible for the first time 
to make a real “short” sale as the term is understood today. 

The final rounding out of the future contract made it 
possible for the merchant dealing in graded staple com- 
modities to pursue his business without speculating or run- 
ning the risk of adverse price changes. It was now feasible 
to make a transaction of a completed character. A cotton 
merchant could take an order from a manufacturer in June 
and agree to furnish the cotton in October, November, or 


- later. He could protect himself by buying contracts on the 


Exchange at all times and there would be found those who 
would be willing to take a chance on selling the contracts 
in the hope of buying them in at a profit. Sometimes the 
seller might be another merchant placing hedges against 
holdings of cotton. Moreover, if the merchant in the fall 
found himself accumulating cotton faster than he could 
dispose of it to manufacturers, he could sell contracts 
against it and protect himself against declines. 

As a result of this practice, it has been possible for the 
merchants in the cotton trade to work on a much closer 
margin of profit. The difference between the merchant 
margin under the future delivery contract system and with 
out it on world cotton crops of present size would run into 
tens of millions of dollars annually. Moreover, if the aver- 
age manufacturer used the contract market more intelli: 
gently, it would be possible to cut down inventory losses 
to a minimum in seasons of declining prices. 

As matters now stand, the future contract system has 


(Please turn to page 551) 
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What England Means to the 


tries have increased 7,887 million dollars since the 
war. Over the same period those of Great Britain, 
formerly pre-eminent in international finance, have in- 
creased only 6,761 million dollars. As we, and others, have 
cut in on Britain’s industry and trade, so we are cutting 
in on her ancient position as the leading creditor nation. 


T" investments of the United States in foreign coun- 


It is a position 
byno means grave- 
ly undermined as 
yet, even though 
our foreign invest- 
ments have ex- 
panded to the 
enormous total of 
14,387 million dol- 
lars. But that we 
are making an in- 
exorable assault 
upon it—an as- 
sault dictated by 
normal self-interest 
and without hos- 
tility—is a simple 
and evident fact. 
Thus we add to 
the complications 
of our relations 
with Britain, 


who, as 
brought out in the preced- 
ing article, is both our lead- 
ing customer and leading 
trade competitor. In almost 
all fields the interests of the 
great English-speaking na- 
tions conflict, and yet are 
80 closely interwoven that 
each has an enormous stake 
in the welfare of the other. 
In no field is the shifting of 
power going on more 
rapidly than in the business 


Part II 


United States 


Surprising Parallel of British and American Invest- 
ments Throughout the World of Great Significance 
to Both Business Men and Security Holders 


By Henry RicuMmonp, Jr., and J. GREETHAM DE LorIMIER 



























Between the foreign investments made by the United 
States and the’ foreign investments made by England, there 
are some striking similarities and also some striking differ- 
ences. Great Britain naturally has the advantages which 
go with long experience and, to the extent that it is a 
benefit to be first upon the field, so are we handicapped. 
These advantages, however, have been expensive, for she 


has made many mistakes, just as we 
ourselves are beginning to realize that 
many of our foreign investments are 
not everything which could be de- 
sired. 

In the pioneer type of financing 
which she has done, England helped 
to build the first railroads in many 
parts of the world, our own included. 
She helped to finance the production 
of all kinds of raw materials which 
were needed for the insatiable maw 
of her growing industrial giant. The 
United States on the other hand has 
tended to further 
develop countries 
already opened up 
to some extent. 
This is well illus- 
trated in the case 
of the Argentine 
whose vital systems 
of communication 
—the railroads — 
are controlled in 
London, whereas 
the money which 
we have invested 
there has been 
spent for the most 
part in the erec- 
tion of meat pack- 
ing plants, branch 
factories and the 





of financing and developing 


oreign countries. 
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Goodyear Tire & Rubber Plan 


t at Buenos Aires, and 
(below) Argentina’s Trans-Andean Railroad, British Financed 


like, or has been 
lent direct to the 
government. 
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Although the 


outweigh the disadvantages—they represent a tool which 
may be used to promote the well-being of both debtor and 
creditor and from the creditor’s standpoint are often an 
insurance policy against times of adversity—they can also 
Misunderstandings between lender and 


create difficulties. 


borrower can lead to mutual dislike and distrust. 
investments may even tend to displace a creditor’s own 


workers. This, how 
later, first let us exa 


of the world the United States and Great Britain have 


invested abroad. 


Let us take Central and South America first, for it is 


here that our invest- 
ments have shown 
the greatest growth 
even though the 
amount is little 
more that which 
we have placed in 
the British colonies 
and dominions. It 
will be noticed that 
Great Britain's 
“stake” in this part 
of the world still ex- 
ceeds ours by 723 
million dollars. 
There is, however, a 
more striking differ- 
ence. Great Britain’s 
commitment in 
commercial _enter- 
prises surpasses ours 
by nearly 1,400 mil- 
lion dollars, while 
we surpass her in 
the securities of 
governments, states 
and municipalities 
by nearly 700 
million dollars. 
Later it will be 
shown that Eng- 
land’s policy is 
probably the better 
and that it is due to 

the system that we 

have pursued that 
much of our foreign 

investment troubles 
arise. 

Indeed we are 

probably alive to 

the dangers now 

for in recent years 
we have tended to 

invest directly 

rather than in- 

directly. American 

companies are pro- 

ceeding apace with 

their plans for more 

branch factories, 

better transport a - 

tion and communi- 

cation systems, se:l- 

ing organizations 

and for the develop- 

ment of natural re- 
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advantages of foreign investments 


Foreign 


ever, is a phase which will be discussed 
mine to what extent and in what parts 


sources. At the present time our direct investments in 
South America are largely confined to Argentina and 
Brazil, countries to which the World War gave a decided 
manufacturing impetus. Here, our direct investments total 
525 million dollars, of which 245 million represents 
commitments in railways and other transportation, while 
128 million has been invested in manufacturing concerns, 
whose activities are backed by selling organizations in 
which we have outlayed 68 million dollars. 
of our direct investment in these two countries is repre- 
sented by the production of petroleum, the refining and 


The balance 


distributing agencies of this business and by the automobile, 


chemical and machinery industries. 





























U. S. and British World Investments 
(Each total in both dollars and pounds) 
CENTRAL AND SOUTH AMERICA 
United States Great Britain 
c A —. | ELLE AEE 
Government Private and Government Private and 
Country Securities Corporations Securities Corporations 
eT ee $ 460,795,000 331,819,000 137,669,000 2,157,'709,000 
: £ 94,814,000 68,276,000 28,327,000 443,973,000 
DINER. aostssseeunbene $ 48,154,000 ee i) Ssccghves > | ubenwpes 
£ 8,879,000 ED ee es Seca a eae 
GPT errrerr rs $ 240,951,000 193,606,000 355,679,000 1,241,647,000 
£ 49,578,000 39.837,000 73,185,000 255,483,000 
SNS adeaihs ween dewbe $ 185,200,000 422,593,000 121,831,000 272,792,000 
£ 88,107,000 86,952,000 25,068,000 56,130,000 
SMGUER: bnacodcacscon $ 176,333,000 123,994,000 4,466,000 42,817,000 
£ 36,283,000 25,513,000 919,000 8,810,000 
NE: hn635 hc abbsaetah’ Seeceussome 11,777,000 5,725,000 994,000 
| ae 2,423,000 1,178,000 616,000 
Paraguay ace 2s 12,615,000 eo Sere 
i ssasacewer 596,000 rr ee 
ey eS ee $ 24,868,000 123,742,000 17,690,000 183,324,000 
£ 5,117,000 25,461,000 3,640,000 37,721,000 
WOE. us caxadbbcobane $ 34,744,000 27,904,000 13,914,000 186,235,000 
£ 7,149,000 5,742,000 2,863,000 38,320,000 
WEIR -ssncecebaess $ 14,183,000 232,538,000 520,000 63,953,000 
£ 2,918,000 47,847,000 107,000 13,159,000 
ere ree re D 0sc¥asenss 682,536,000 1,696,000 570,651,000 
BD .. aceatares® 140,439,000 9,000 117,418,000 
Cuetec ..aikdnckss $ 9,712,000 22,166,000 2,513,000 1,682,000 
£ 1,998,000 4,561,000 517,000 46, 
| er a « $ 18,446,000 69,979,000 9,385,000 4,486,000 
£ 2,787,000 14,399,000 1,931,000 923,000 
Ee, ae te g 642,000 NE eo ema Se core 
£ 182,000 DS eS | se aaa ses 
TORFABUR ... ssc cccces BD. Sedibea non 13,002,000 ED b- ee Se awew 
Be isnanesvers 2.675 ,000 Re Sea sa bins 
EE Se ere ee $ 18,224,000 ee.) Nedbiogaeee | Awckenes 
£& 2,721,000 SR ee ee i 
PRE © ss ckexanedde S . ncpecasace 29,466,000 er 
@ acasteapie 6,063,000 on. Sr re ee 
ee PPE ey ee es - $ 80,564,000 918,957,000 4,048,000 175,553,000 
£ 16,577,000 189,086,000 833,000 36,122,000 
Dominican Rep. ...... $ 22,937,000 69,322,000 
i") £& 4,720,000 14,264,000 
WOR Scan cs iakeexebes ples ee oe 14,191,000 
i stapbaseee 2,920,000 
ET ET OP DT D  Kebebstace 21,941,000 
TO OE 4,515,000 
Miscellaneous ......... $ 21,693,000 ,028,000 
£ 4,464,000 7,207,000 
WUE. oe atebes snus $1,342,446,000 3,518,789,000 680,269,000 4,903,843,000 
£ 276,224,000 724,020,000 139,978,000 1,009,021,000 
BRITISH DOMINIONS AND COLONIES 
United States Great Britain 
A. A 
ee ~ae 
Government Private and Government Private and. 
Country Securities Corporations Securities Corporations 
ROME hii 650s scien $ 232,998,000 132,942,000  1,897,426,000 604,740,000 
£ 47,942,000 27,354,000 390,417,000 124,432,000 
British Afrioa ........ Dy seeeesanes 76,846,000 685,586,000 2,098,140,000 
. ee ee 15,812,000 141,067,000 431,716,000 
DOM Seanestascscios $2,428,680,000 1,960,320,000 248,118,000 2,758,910,000 
£& 499,728,000 ,358,000 51,053,000 567,677,000 
genes Sper arr D \ hasesasas 82,676,000  1,310,941.000 1,566,767.000 
te sencteans 6,723,000 . 741,000 380,000 
New Zealand ......... D essbeeeve 16,212,000 484,216,000 408,055,000 
Peers rr 8,336,000 99,633,000 83,962,000 
Miscellaneous ......... $ 630,000 39,855,000 202,332,000 684,628,000 
: £ 953,000 8,201,000 41,632,000 140,870,000 
MEL. “Acedhcehants. $2,666,308,000 2,258,851,000  4,828,619,000 8,121,240,000 
£ ,623,000 784,000 $93,543,000 1,671,037,000 




















Among American 
companies maintain- 
ing branch factories 
or selling organiza- 
tions in Argentina 
or Brazil may be 
mentioned Ford, 
General Motors, 
Standard Oil of 
New Jersey, certain 
of our principal 
rubber manufactur. 
ers, while our big 
meat packing com- 
panies have also 
made steady prog: 
ress there. 

Great Britain on 
the other hand has 
invested some 3,400 
million dollars 
directly in Ar 
gentina and Brazil. 
Of this, the greater 
part is represented 
by holdings in rail- 
ways and _ other 
forms of transporta- 
tion. She has been 
particularly aggres- 
sive in the develop- 
ment of the Argen- 
tine railways and 
even during the 
last four years has 
invested a further 
125 million dollars 
to this end. Not: 
withstanding the 
fact that Great 
Britain’s direct in 
vestments in Argen- 

tina and Brazil have 
been much. smaller 
than our own since 
the war, her pre 
War _ investments 
were much larger 
than ours so that 
she receives from 
these sources in the 
two countries about 
175 million dollars 
annually comp 

with slightly over 26 
million dollars for 
the United States. 

Our direct invest 
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ments in other parts 
of South America 
total 1,022 million 


dollars of which 
Chile accounts for 
some 40 per cent 
and Venezuela for 
about 25 per cent. 
The large sum in- 
vested in Chile rep- 
resents our holdings 
in copper and 
nitrate | companies. 
Kennecott and An- 
aconda are repre- 
sented there while 
should the Chile 
Nitrate Co. be 
formed as is now 
planned the Gug- 
genheim interests of 
New York will hold 
a heavy minority 
interest in it. In 
Venezuela our prin- 
cipal interest is oil 
and it should be 
particularly noted 
that our Standard 
Oil Co. of New 
Jersey is competing 
as usual with the 
British controlled 
Royal Dutch Shell 
Co. Great Britain’s 
direct investments 
in South American 
countries other than 
Argentina and 
Brazil amount to 
about 780 million 
dollars and are 
therefore less than 
ours, her income 
also being  corre- 
spondingly less. In- 
deed, it will be 
noted that but for 
England’s long es- 
tablished interests in 
Argentina and 
Brazil, the United 
States would be 
South America’s 
most important 
creditor. 

In Central 











U. S. and British World Investments 
(Each total in both dollars and pounds.) 


EUROPE 
United States 


Country 
Mattia .ccdvtdeesisece 
Belgium ....cccccccces ° 
Bulgaria ....cscccccees 


Czechoslovakia ...cecee 
Denmark .....sccscaves 
Finland ......ecccccese 
France ,.... 


Germany ,....-. 


Great Britain ....cccee 
Greece .eoesseeee eeoene 
Hungary ..... ecccccece 
Irish Free State...... 
Italy .ccccscce rretti 
Netherlands ..... ovece 
Norway .....- eccccccce 
Poland .......+. coevece 
Portugal ...... secccoms 
Rumania ....... eecccee 
Russia ....... eeecccces 
BOER occcccsese eccccce 
Sweden ....... teecccee 
Switzerland ........ eee 
Turkey .....000 eocece 
Yugoslavia ......ccccce 
Miscellaneous ......... . 

Total 2.csicccccsse 





Great Britain 





la sap 
Government Private and 











wovernment Vfrivate and 
Securities Corporations Securities Corporations 

$ 78,477,000 14,337,000 69,333,000 31,736,000 
£ 16,147,000 2,950,000 14,266,000 6,530,000 
$ 125,934,000 64,246,000 52,420,000 43,745,000 
#£ 25,912,000 13,219,000 10,786,000 9,001,000 
$ 17,233,000 812,000 11,275,000 6,998,000 
& 3,546,000 167,000 2,320,000 1,440,000 
$ 35,239,000 4,875,000 15,474,000 16,966,000 
£ 7,251,000 1,003,000 3,184,000 3,491,000 
$ 100,054,000 15,824,000 6,571,000 13,516,000 
£ 20,587,000 3,256,000 1,352,000 2,781,000 
$ 50,364,000 956,000 = =—§ sesacvee =v evvne es 
£ 10,363,000 20T,C0R  —snccusces = _ sesnecoe 
$ 30,436,000 145,009,000 33,816,000 15,362,000 
£ 6,263,000 29,837,000 6,958,000 3,161,000 
$1,410,476,000 216,514,000 98,716,000 180,068,000 
£ 290,221, 44,550,000 20,312,000 26,763,000 
$ 386,818,000 485,235,000 = ...6 iat), . eres ee 
£ 7,576,000 99,842,000 = = ..seeees eececedc 
$ 20,916,000 5,136,000 75,311,000 70,864,000 
£ 4,304,0 1,057,000 15,496,000 14,581,000 
$ 84,579,000 7,870,000 63,399,000 49,640,000 
£ 17,403,000 1,619,000 13,045,000 10,214, 

$ 14,969,000 8,120,000 = =—§=— wccccees eccccece 
£ 3,080,000 438,000 = nsesccee  _cesvvcce 
$ 337,486,000 113,216,000 9,866,000 78,703,000 
z£ 442,000 23,295,000 2,030,000 16,194,000 
$ 953,000 48,224,000 122,000 21,233,000 
£ 196,000 8,894,000 25,000 4,369,000 
$ 29,245,000 22,970,000 29,350,000 18,240,000 
£ 6,017,000 4,726,000 6,039,000 3,753,000 
$ 115,275,000 51,193,000 8,301,000 12,816,000 
£ 23,719, 10,534,000 1,708,000 2,637,000 
B cccccceces 11,546,000 5,842,000 44,600,000 
B. cccccccees 2,376,000 1,202,000 9,177,000 
B vesecccces 13,836,000 27,255,000 110,021,000 
Ge cccccceese 2,847,000 5,608,000 22,638,000 
S icdveocccs ee vee 8,330,000 

z. eee 1,714,00' 

G coscescscs 1,288,000 

TT 265,000 

$ 20,278,000 19,230,000 1,220,000 

£ 4,172,000 3,957,000 251,000 

BD anscssvens 16,804,000 165,000 

BP icsccannanse 3,458,000 34,000 

B  cccccsccse 8,505,000 = — nae e eens 

Se 1,750,000 = .eescves 

$  48,'780,000 6,932,000 1,803,000 

£ 9,008,000 1,426,000 $71,000 

$ 82,702,000 10,124,000 8,884,000 

£ 6,729,000 2,083,000 1,828,000 

$2,585,214,000 1,352,'753,000 528,741,000 878,581,000 
£ 531,937,000 278,344,000 108,794,000 180,778,000 


ASIA, AFRICA AND OCEANIA 


(Exclusive of British Dominions) 
United States 


Country 
Afrion .cccccccoccccce ee 
GRIRA  cacsccscsccvcve oo 
TAPAN .wccccccccce eoee 


OER. 
Private and 


Great Britain 





ae EN ~ 
Government Private and 








Government 

Securities Corporations Securities Corporations 
: DEP OE Ee 18,849,000 = .....s0- 
Beck ponbacs +.) Sorcery 
Be svn pegises 113,754,000 177,648,000 263,048,000 
We estaba pox 23,406,000 86,553,000 54,125,000 
$ 211,319,000 60,700,000 185,589,000 385,986,000 
£ 438,481,000 12,490,000 88,187,000 69,133,000 
$ 67,159,000 210,908,000 82,620,000 269,443,000 
£ 183,819,000 48,397,000 17,000,000 55,441,000 
$ 278,478,000 404,211,000 445,857,000 868,477,000 
£ 57,300,000 83,171,000 91,740,000 178,699,000 

















America the relative positions of England and ourselves 
is reversed. The total amount which we have invested 
there is well over two billion dollars of which the greater 
part has gone to Mexico and Cuba and mostly represents 
the commitments of private and corporate American in- 
vestors. England has a stake amounting to between seven 
and eight hundred million dollars in Central America, 
Mexico being responsible for the greater proportion, 
although Cuba, which we have been led to believe is our 
exclusive preserve was responsible for some 180 million 
dollars. Of the direct investments made by both countries 
there is little difference as to class. For the most part they 
have been made to exploit raw material resources and to 
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nearly two billion dollars. 
even than England’s investments in Canada, as her total 
of the two classifications amounts to barely three billion 


dollars. 


Canada are all fairly obvious ones. 





improve communi- 
cations. We have 
invested vast sums 
in Cuba’s sugar in- 
dustry, Mexico's oil 
fields and also in 
the production of 
gold, silver, copper, 
and other metals 
throughout the lat- 
ter country. Lately, 
however, we have 
tended _ towards 
public utilities and 
many of these prop- 
erties have been 
bought from British 
or Canadian own- 
ers. 

While one might 
think that invest- 
ments in the Brit- 
ish Dominions and 
Crown Colonies 
would be almost a 
domestic affair, 
such is by no means 
the case and we 
have a very heavy 
financial interest in 
these lands,  al- 
though not of 
course as great an 
interest as that pos- 
sessed by Great 
Britain. We have 
invested in the 
British Empire, out- 
side the mother 
country herself, 
nearly five billion 
dollars, which is dis- 
tributed about 
equally between 
government securi- 
ties and private and 
corporate holdings. 
Our most impor- 
portant commit- 
ment is in Canada, 
to whose various 
govermmental 
bodies we have lent 
nearly 2,500 mil- 
lion dollars while 
our direct invest- 
ments there total 


This is a great deal more 


The reasons for our tremendous “stake” in 


She is close to us 


and her vast territory is in ideal reservoir of raw material 


needed by our industries. 


Many American companies 


maintain branch factories there; many of our chain 
stores have Canadian subsidiaries; we have helped to 
build her railroads, develop her mines and forest products 
and we have invested large sums in her public utilities. 
No wonder Canada is one of our best customers, when she 


(Please turn to page 548) 
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From Isolation to Insulation 


national isolation” writes a commercial 

economist of the old school, “but I sus- 
pect that what we really mean is insulation. We 
enjoy being in the international circle but we don’t 
want to be of it. We love to read in the papers 
of Mr. Mellon at Paris, of Mr. Stimson at Berlin, 
of General Dawes at London. We are greatly 
elated with self admiration when President Hoover 
butts into the German situation. 

“We adore the international spotlight, but we 
don’t want to pay for it. We always try to get 
out of the hall before the hat is passed. We mix 
into about every international powwow that comes 
along by means of an ‘observer’ unless we are con- 
vinced that a regular delegate can dodge all re- 
sponsibility for its deliberations. The general 
policy is to endeavor to take a hand in international 
councils while wearing an asbestos suit to protect 
us from the flames we assist in creating. 

“Take the recent conference at London: Our 
delegates were strictly enjoined to keep away from 
all political commitments, which is about the same 
as instructing them to talk but do nothing. Take 
the Kellogg pact to abolish war: We rallied all 
the nations into it but blandly parried all sugges- 
tions that we make it enforcible, which was like passing 
a criminal statute and at the same time instructing the 
police not to enforce it. 

“We know that isolation is only a tradition but we 
still have hopes of insulation. Once we enjoyed physical 
isolation, but the four-day steamer across the Atlantic left 
only shreds of that fence, and the airplane and the airship 
will soon destroy them. We were formerly insulated by 
ignorance from much that went on in the world but the 
cable and above all the radio have crashed that barrier. 
We still hold the tariff fence but in many respects the flood 
of international trade has sunk it deep, as when a 63-cent 
duty on wheat leaves us with 23-cent wheat in Kansas. 

“We were as happy as a cat in catnip when we were 
distributing loans all over the world but we are as mad 
as a disturbed hornet when repayment and interest are 
offered in the only way international loans ever were or 
ever can be liquidated. That way, of course, is in trade 
balances, but we don’t want their goods. We have sur- 
pluses of our own to sell and we would rather sell for 
I.0.U.’s than take the other fellow’s goods. We did not 
directly dip our hands into the spoils of the war but we sat 
by and permitted our allies to write a peace treaty of 
monstrous folly, saddling the losers with impossible debts. 
We did not extinguish a world conflagration but merely 
assisted in turning its flames in new directions. Now our 
sole thought is to avoid being scorched, but it is all of no 
avail. The sea of international entanglement rises as irre- 
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“W* continue to talk about the beauties of 


Things To 


sistibly as did the tide against King Canute’s command. We 
will have to swim pretty soon.” 


A Closure for Every Taste 


The old simile of the tail wagging the dog is called 
to mind by what is happening in the container industries. 
Just when manufacturers of jars and bottles, tubes and 
cartons, were ready to spring at one anothers’ throats in 
bitter competition for the limited amount of business, lo 
and behold, an invasion, transforming the physical appear’ 
ance of the rival receptacles and going far to insure to 
each class of containers a separate field of usefulness more 
distinct, or more susceptible of specialization, than had 
been known before. 

Closures are the hangers-on that are changing the direc’ 
tion and pace of progress. All the play of Yankee inven- 
tion, in recent years, seems to have operated to converge 
the several species of containers upon one vast common 
market where competition was largely in terms of price 
and in saving of weight for the sake of the transportation 
budget. Now comes the new generation of closures to 
break up the mass demand for containers, rejuvenate old 
products, and, incidentally, create new supply industries 
that are as distinct an addition to the industrial picture 
as the plants that have arisen in a neighboring field 
to provide cellophane and vegetable parchment and all 
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the new, impervious, “see-through” wrapping papers. 

The novelties in closures, that have put fresh vitality 
into conventional package forms, range all the way from 
modernized corks, through the gamut of covers and caps 
to the new-fangled hermetic seal which carries its own 
opener in the form of a wire lever which needs but be 
taised to remove the cap. Some of the innovations which 
affect that vast public which lives out of jars and cans are 
more or less technical. For example, the improvement 
which lets a screw cap hug the glass thread on the jar 
instead of depending upon side pressure. But, most of 
the newcomers seek to rouse the public by new standards 
of convenience or new ideals of ornamental appearance. 

Both objectives are exemplified in the most numerous 
family in the community of new closures, viz., the moulded 
caps and closures which, at one jesture, banish rust and 
corrosion from the mouths of metal tubes; reduce the pro- 
fanity induced by the tiny, slippery caps of yesterday; 
and bring to the crown of the package the note of color 
necessary for a balanced ensemble. Some experts in mar- 
keting go so far as to assert that the manner in which 
the toilet goods trade has maintained volume in the face 
of business depression is in no mean degree attributable 
to the introduction of the plastics or composition closures 
that have qualified cosmetic containers for permanent serv- 
ice as dressing table ornaments. 

A distinct refinement of practice, if not a new school 
of packaging, has been ushered in by a class of closures 
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which automatically and most obviously act as the 
seal inviolate for an original package. The purpose is 
of course, to reassure the consumer who is deter- 
mined to secure “the genuine.” Typical of this insur- 
ance technique is the closure which, under its metal 
cap, deposits a transparent film across the top of the 
capped container, a film that must be torn off or 
broken to reach the contents. 


A Golden Proof of Flying Safety 


Not even life itself is more diligently guarded 
and protected than gold, immemorial symbol of 
treasure. For centuries men and nations ° have 
fought to get it and to keep it. Engineering genius 
has made impregnable strongholds of the gold vaults 
of the great central banks and robbery or loss 
therein are out of the question. But gold is a rest- 
less traveller. Large quantities have recently been 
moving from London to Paris. It is in transit that 
the risk of loss is greatest. The heaviest gold losses 
have always been due to the sinking of ships at sea. 
In addition, gold in transit is unproductive and be- 
cause of the loss of earning power, speed is essential. 
Seeking both safety and speed, gold in transit from 
England to France has now abandoned the railway 
and steamship for the airplane. Hundreds of mil- 

lions have been so transported by joint arrangement of the 
Bank of England and the Bank of France. There could be 
no more striking vote of confidence in the safety and practi- 
cal usefulness of aviation. Temporary depression should 
blind no one to its commercial future. Ultimately, there 
will be profits and dividends in it. 


There Is a “New Era’’ 


The census bureau tells us that California spends more 
on automobiles and their upkeep and operation than it 
does on food. Anybody who had predicted such a state 
of affairs twenty years ago would have been proposed for 
admission to a hospital for the insane. Some people think 
it is a crazy condition. They are thinking in terms of an 
economy that the world is rapidly outgrowing. Mere sub- 
sistence was the supreme end of industry and commerce 
until comparatively recent times. California has not gone 
broke because it spends more money on automobiles than 
on food. Neither will the world be headed for bank- 
ruptcy when it follows California’s example. On the con- 
trary, it will be progressing on the only highway to more 
and more prosperity—that of increasing consumption of 
comforts and luxuries. The world has been merely existing 
for untold centuries; now it is beginning to live. Really, our 
present troubles are those of transition from an old to a new 
and better economy. We are confused by our achieve- 
ments, and paralyzed by our success. But not for long. 
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Steel Colossus Surrenders 
to the Inevitable 


Stage May Now Be Setting for 


Sweeping Changes at 


Home and 


Abroad in the Industrial Realm of Steel 


By Tuomas J. CoNANTE 


HE world’s steel industries have definitely joined the 
T paupers and foresaken the princes. Prince among 

princes in the days of effulgence, steel, as ever, dons 
rags when the sun of prosperity ceases to shine. 

The United States Steel Corporation signalized its transi- 
tion to the industrial lower classes by reducing its dividend 
on July 27 from 7 to 4 per cent, on an annual basis. 
Bethlehem followed suit July 30 by halving its $4 rate, 
and with a probable cut in wages next month the surrender 
of one of the greatest industrial citadels man has built up 
against the assaults of time and change will be complete. 
From an output of 50 million tons in 1929 this colossal in- 
dustry has fallen to a current rate of less than 30 million 
tons. 


New Alignment in Steel Industry? 


It is not only that American steel has run up the white 
flag for the moment that gives students of the steel in- 
dustry the greatest concern; it is rather the question of 
what will the ultimate effects be on the steel industry of 
the world. Does the present slump portent a new align- 
ment when prosperity returns, with a possibility that 
America may lose its leadership? Will the intensity of 
domestic competition during the period of pauperism lead 
to new consolidations and a general reconstruction of the 
corporate fabrics of the steel industry? These are questions 
that are merely poised. None but fantastic answers can 
be given. It will suffice 


of small producing nations, the most important being New- 
foundland, Czechoslovakia, Tunisia, Chile, South Australia, 
Poland and Italy. It is estimated that 38 per cent of this 
supply came from the United States, 26 per cent from 
France, 7 per cent from Great Britain and 10 per cent from 
the British Empire as a whole. 

It is claimed that India can produce pig iron and lay it 
down in the United States at prices that would ruin us, 
but of course the total potential production of India would 
keep our mills running but a few days and the infinitesimal 
production would have no effect whatsoever upon this mar- 
ket. It is necessary that a nation have much more than 
iron ore to produce steel successfully at a profit. It must 
also have coal, limestone and the other ingredients which 
are poured into a blast furnace. The rich ore veins of the 
United States containing all these essentials have enabled 
this country to adopt a system of mass production of iron 
and steel and at wages that no other nation could possibly 
afford to pay. 


France to the Fore 


The World War changed the situation somewhat, how- 
ever, and today Belgium, France and Luxembourg are 
formidable rivals of the other countries of the world for 
the premier place in the export markets. Belgium has been 
able to lay down hardware and finished light steel products 
in the United States at prices which could not be duplicated 

by our domestic manufac- 
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STEEL EXPORTS OF LEADING COUNTRIES IN 1930* 
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of steel throughout the 
world. 

Iron ore deposits are 
common throughout the 
world, but the richest and Y 
largest deposits are in the 
United States. The world Yj 
produced 194,700,000 
tons of ore in 1929 of 
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Coast had it been possible for the builders to obtain a com- 
plete assortment of sizes and shapes, but the heavy struc- 
tural shapes are not imported so readily nor are they rolled 
abroad to meet with the building codes of the United 
States. 

The end of the World War left France in possession 
of most of the rich German iron fields, but the French 
industry largely dependent upon German coal. Neverthe- 
less, in the past two years France has passed both Britain 
and Germany in pig iron and steel output. France has been 
concentrating upon a complete rebuilding of her home in- 
dustries, and she has been able to market most of her pro- 
duction at home. Belgium rebuilt much earlier and there- 
fore the Belgium mills were much sooner a factor in the 
export markets. But today the French and Belgium mills 
are seeking to supply the wants of the European markets 
and consequently the German steel industry has been placed 
in direful straits. In the future France will have to be 
reckoned with in all the world markets. 

The German market has been consuming less and less 
steel. The Ger- 
man railroads cur- 
tailed their pur- 
chases to a minimum 
during 1930. In 
Austria the  situa- 
tion has been some- 
what the same al- 
though during the 
first few months of 
1931 the Austrian 
market has been 
consuming a little 
structural steel due 
to the building pro- 
gram inaugurated 
by the State. Rus- 
sia is preparing to 
take care of her own 
wants and_ the 
Soviets are now en- 
gaged in the build- 
ing of one of the 
largest steel mills in 
the world. Russia 
expects to be in a 
position to produce 
as much as 40 per 
cent of the possible 
combined output of 
the other six lead- ’ 
ing countries of Europe. At the present time, however, 
Russia is consuming very little steel and she has not figured 
in the steel markets appreciably since the war. The 
projected Russian mills are so far inland that it is doubt- 
ful whether they could successfully dump their products, 
once her mills are producing, in foreign markets owing to 
the cost of the freight haul. 

England, of course, has a rich vein of ore and the best 
coal beds in Europe. But the English wages are higher 
than on the continent and the export market is not flourish- 
ing. England has made wonderful technical progress 
within the past few years and recently organized an export 
association to promote foreign markets. The stocks of 
pigiron have been increasing in England, however, 
and the industry has appealed to the government for 
relief. 

British bankers have been engaged upon a program of 
“rationalization,” which means a reorganization of the fac- 
tors in the industry to make their outputs better co- 


for AUGUST 8, 1931 








Eugene Hutchinson Photo, Courtesy Colorado Fuel & Iron Co. 


Steel Billets—Easy to Make, Not So Easy to Sell 





ordinated. But due to the higher costs in England than 
on the Continent there has been an increase in imports of 
iron and steel and manufacturers thereof with a corre- 
sponding decrease in exports. This has been particularly 
marked during the past year. The industry is technically 
probably on an equality with that in the United States, 
and furthermore it is much better organized for co-opera- 
tion, especially in the export field. 

An agent of the British export association has been in 
Canada and his activities have been especially successful. 
This is indicative of one of the unfavorable things which 
today confront the steel industry of the United States, as 
Canada probably has been one of the best customers of the 
mills of this country. The new Bennett tariff has resulted 
and other obstacles are being placed in the way of selling 
American iron and steed to Canadian manufacturers. The 
tariff favors Canadian-made steel. Heretofore that has 
been a minor factor, but the tariff is sufficiently serious now 
to make the larger American mills plan to expand their 
Canadian plants because they foresee the necessity of pro- 
ducing in Canada 
rather than export- 
ing to that country. 

The mill capacity 
in the United States 
is probably in ex- 
cess of 60,000,000 
tons a year. The 
rate of consumption 
in this country this 
year may be less 
than half that 
amount.: The larger 
American steel com- 
panies own plants in 
Canada and_ they 
very naturally will 
desire to retain the 
customers they have 
developed in that 
country despite the 
recent activities of 
the agent of the 
British export con- 
cern. But the only 
way to do that is to 
increase the capaci- 
ties of their Cana- 
dian branches in 
order to get around 
the tariff. That 
leaves the American companies in the position of adding 
to the excess plant capacities they already own. It’is not 
an especially pleasing outlook but a natural result of the 
tariff wars that have been raging throughout the world. 

German competition has not been so severe during the 
past year or two because the German industry has been 
impotent what with heavy domestic taxes and reparations 
burdens. Many of the German steel mills have been com- 
pelled to close down and thousands of steel-mill labor have 
migrated from Germany into Russia. If this debt burden 
is lightened or lifted the conditions might conceivably 
change radically and the German competition be made a 
potent factor in the foreign markets and further plague 
the American industry. 

As black as the world situation appears to be and as flat 
as the domestic market actually is, the industry here never- 
theless continues to build new plants. This would seem 
illogical upon the face of it, but there is a reason. The 
United States Steel Corporation earned 17 cents a share 
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in the first half-year, while Bethlehem and many of the 
independents could show nothing for their common stocks. 
Despite that, United States Steel has appropriated some 36 
million dollars to remodel its rail mills and Betklehem is 
planning an extension of its subsidiary, the Pacific Coast 
Steel Corporation. Inland Steel Company, Otis Steel Com- 
pany and Youngstown Sheet & Tube are building or plan- 
ning new continuous sheet mills. 

The strip steel produced in 1929 was 83 per cent greater 
than that produced in 1924. The sheet steel producing 
capacity of the United States is today over eight million 
tons, hot-rolled strip capacity four and three-quarters mil- 
lion tons, and cold-rolled strip capacity over one million 
tons. Of course it goes without saying that these new 
capacities and this rebuilding is predicated entirely upon a 
competitive condition existing in the industry and an in- 
satiable desire of each of the large steel companies to be 
prepared to get the lion’s share of the business when the 
depression is once over. 

The great change in the rail-making capacity is predicated 
upon the assumption that the American railways are going 
to demand a heavier rail in the future. If the rate in- 
crease, now pending before the Interstate Commerce Com- 
mission, is granted it is probable that many of the roads 
will put into effect the tremendous electrification projects 
now under consideration. The electrification of the rail- 
roads, the increase 


permit of a wide usage of the material. The steel industry 
undoubtedly anticipated that the time is coming when mass 
production methods will permit of an economical usage of 
these steels and then probably the whole complexion of our 
present industries will be radically modified. This has no 
bearing of importance on the immediate market, but it does 
explain in large measure the feverish haste with which the 
steel industry is rebuilding and relocating its plants. The 
industry is moving its factories nearer the center of their 
markets and preparing to reduce the cost of distribution 
and is getting ready to take advantage of the change in de- 
mand which they feel confident will develop in future years, 
This is an expensive movement and one in which only the 
strongly intrenched companies can successfully engage at 
the present time. 

The severity of the competition between companies is 
not only manifest in their mergers, their building opera- 
tions and their plans for future markets, but it is obvious 
in the severity of the competition in prices at the mo 
ment. 

Charles M. Schwab has said that in years of prosperity, 
the steel industry made technological improvements and 
reduced the cost of production only to reduce the price of 
steel to the consumer. Consequently, he pointed out, in 
prosperous years the industry has hardly been able to earn 
more than 5 per cent on its invested capital. It is not sur- 
prising _ therefore 
that the quoted 








in passenger - train 
speeds to compete 
with airlines, will 
make necessary 
heavier trains and 
therefore heavier 
rails. The quicker 
services will make 
replacements more 
rapid and there- 
fore the rail-mills 
may profit in the 
not distant future. 
But in the mean- 
time it requires 
large supplies of 
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Comparison of Leading Steel Companies 


market price of 
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capital to prepare 
for this market in 
the heat of competition which now prevails in the American 
steel industry. 

Automobiles prior to 1929 were the greatest consumers 
of the products of the steel mills. Motor production has 
been on the decline and the market has been slipping to 
second and third place. But the automobile industry gave 
impetus to the upbuilding of the alloy-steel industry. Alloy 
steels were first manufactured for armour plate on battle- 
ships and for the making of projectiles. There is nothing 
particularly new about the combination of alloys with steel 
to resist corrosion or to increase the strength and the hard- 
ness of steel. But the Germans first introduced rustless steel 
in cutlery and English makers began investigating the ap- 
plication of new alloys shortly after the War. Many of 
the steel plants in the United States undertook to make 
alloy-steels, first for the automobile industry and then it 
was introduced in the exterior walls of skyscrapers. The 
United States Steel Corporation did not engage in this 
activity until later but is today prepared to offer all kinds 
of alloy-steels to the chemical industry, shipbuilding, con- 
struction, the automobile and various other industries which 
find they can make economical use of special materials. 

But alloy-steel is marketed in limited tonnage. It is a 
specialty and does not as yet constitute any great factor in 
the whole because the cost of production is too great to 
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seems small indeed 
when we look at the radical decline in commodity prices 
in general during the same period.. Competition forced 
the mills to quote on a narrow margin in 1929, and when 
the volume declined, with heavy overheads to carry, the 
margin was little of nothing in 1931. even had the unit 
price not declined at all. 


Concealing Price Cuts 


But the quoted market prices are not entirely indicative 
of the competition on price that has developed. The Beth- 
lehem Steel Corporation has merged a number of independ: 
ent fabricators during the past year and built up a con 
struction unit as large if not larger than the American 
Bridge Company, owned by thé United States Steel Cor- 
poration. The prices quoted today on structural steel fab- 
ricated and erected are far below what the independent 
fabricator and erector can produce for, and in some in 
stances the price erected is less than the independent fab 
ricator has to pay for his raw material. There is no as 
surance of this fact but certainly the evidence is strong 
that the fabricating units are being used for the sole pur 
pose of concealing cut prices on the products of the rolling 
mills: 

(Please turn to page 555) 
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Mid-Year Dividend Prospect 
of Leading Stocks 


Part I—Railroads, Public Utilities, Equipments 


HE 1931 Mid-Year Dividend Forecast herewith pre- 
T sented is of outstanding interest and importance be- 

cause the record-breaking and inexorable liquidation 
which has been going on for nearly two years has restored 
the stock market more nearly to a genuine investment basis 
than at any time in six years. Many of the leading equities 
are back to the quotations of 1924 and not a few stocks 
are selling at 1921 levels. This does not necessarily mean 
that such stocks are cheap or that they offer either safe 
promise of satisfactory dividend yield or probability of 
future market appreciation. 

No stock can be regarded as a bargain merely because it 
has declined 50 points or 100 points from the fantastic 
prices of 1929. The prudent investor must consider not 
the extent of depreciation of a stock but the fundamental 
causes underlying that depreciation. In some instances 
those causes are general, relating to world-wide and wir- 
tually all-inclusive depression which has radically changed 
the base and character of the security market. In many 
others they relate to specific problems of individual indus- 
tries and individual corporations. For both reasons prudent 
and profitable selection of stocks for investment increasingly 
requires the most rigid discrimination. 

Although some stocks undoubtedly will attain record- 
breaking prices in the next bull market, their performance 
undoubtedly will be much more closely related to the 
actualities of earnings and yield than was the case in 1929. 
Psychological booms do. not quickly repeat themselves. 
Stocks are now selling ex-imagination and even after basic 
recovery sets in there is little reason to expect 
that prices will soon get very far away from 
a sound investment base. In other words, a 
sustained upward trend of prices ‘this autumn 
or next year will inevitably depend on a sus 
tained uptrend of the underlying base of cor- 
porate earnings. 

Such is the normal and proper course of the 
market, both booms and depressions being ab- 
normal. It appears likely that the more sober 
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investment attitude will last for some time, possibly for 
several years. As long as it lasts, the general tendency will 
be to demand logical valuations justified by actual earnings 
or by genuine prospects of corporate progress. The in- 
vestor who hopes to profit during this period cannot buy 
blindly on the theory that everything will go up. More- 
over, with the probabilities of average appreciation much 
more limited than in 1928 and 1929, the factor of con- 
sistent dividend yield becomes proportionately more im- 
portant. 

To the investor, and even to the careful speculator, this 
should appear an advantage rather than a disadvantage, 
putting a premium upon sound judgment and patience. In 
1929 stocks of low yield were carried at high cost. Now 
the reverse is true. Interest rates are low and will remain 
reasonable for some time to come. Stock yields are high, 
in many cases so high as to suggest a slim margin of safety. 
On the other hand there are numerous issues of soundly 
situated companies on which yields of 5% to 7% appear 
to be safe. 

It is with the purpose of offering guidance along these 
lines that this feature is presented. Each forecast sum- 
marizes the probabilities of future dividend action, based 
on current earnings, seasoned earning power, financial re- 
sources, previously indicated dividend policy and other 
factors. In addition, each forecast is accompanied by an 
investment rating which offers simple guidance as to the 
position and prospect of the industry, as represented by 
the letter A, B, C, or D; and indicates also the company’s 

position in that industry by the use of the 
numerals 1, 2, 3, or 4. Thus: 


a ¢ 
34 4 TR Company’s posi- 
Sy" Industry tion in its 
# : industry 
7% A Strong position—Favorable prospects 1, Excellent 
5 B Fair position—Improving trend 2. Good 








C Uncertain position—Prospects hinge 
on developments . Fair 
D Depressed—No nearby signs of im- 


provement . Doubtful 
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Railroads Await Business Recovery 
or Increase in Rates 


Long Range Outlook Hopeful 





period. .Reports of declining earnings, 
dividend reductions or suspensions, and 
the increasingly threatening aspect of com- 
petition from newer forms of transportation 
have tended to create a feeling of uncertainty 
regarding the outlook for the rails. The prices 
of railroad securities, bonds as well as the com- 
mon stocks, have naturally reflected this and it 
remains for time to prove whether the present 
apprehension regarding the future of the in- 
dustry is well founded or merely an exag- 
gerated fear incubated by the period of de- 
pression which this country has been experi- 
encing, especially since the middle of 1930. 
True, the growing competition from motor 


T'e railroads are going through a trying 








Only two years ago, in 1929, the railroads 
were hitting the stride of prosperity and in- 
vestor confidence in rail securities was high. 
Now the reverse is the case. Why the change 
in sentiment? The plight of the railroads is 
due largely to the diminished volume of trade 
as a whole in the country which naturally has 
affected the amount of freight being carried. 
When general business conditions improve 
much of this loss in volume of traffic will un- 
doubtedly be made up and the earning power 
of the railroads as a whole will recover. 

Biding the time when conditions improve, 
the railroads have asked the I. C. C. for a 
general freight rate increase of 15%, so that 
earning power can be maintained at a level 








trucks and busses, pipe lines and inland water- 

ways cannot fail to cloud the longer term out- 

look for the railroads but the bulk of the freight traffic in 
this country will continue to be carried by them. The most 
recent statistics available on the matter, covering the year 
1928, indicate that the railroads handled 77% of all the 
freight traffic in the United States, Great Lakes traffic ac- 
counted for about 14%, pipe lines 5%, inland waterways 
2%, and the remaining 2% by motor trucks, electric rail- 
ways, and airplanes. A somewhat larger percentage is now 
handled by motor trucks but the railroads are still the chief 
artery of transportation without which the industrial 
progress of the country cannot be carried on. 


where their credit remains unimpaired. This 
measure has the support of large institutional 
investors such as life insurance companies and savings banks 
which have huge amounts invested especially in the under- 
lying bonds of the railroads. It does not now appear if 
quick action will be obtained, although the desirability 
and justification of the increase is recognized in many 
quarters. 

The last general rate increase occurred in July, 1920, 
when the I. C. C. authorized the railroads to raise freight 
rates an average of about 33%, stressing at the time the 
necessity of the carriers to earn an adequate return on 
capital invested and maintain their credit. In 1922, a gen 



























































Position of Railroad Common Stocks 
Earned Price Range 
Railroad -~Per Share—, -——1931——, Recent Divi- Yield Inv’ment COMMENT 
1930 1931* High Low Price dend % Rating ‘i 
Large crop movement and operating eeonomles favor- 
Atchison, Topeka & Santa Fe....... 12.86 11.90 208% 182% 156 10.00 6.4 C-1 able to net earnings. Dividend will probably be 
covered by fair margin. 
In- 
Alantic Coast Line ...........004 a a ee ee ee” ee eS ee ey 
Dividend cut this year, but earnings at present rate 
Baltimore & Ohio .........eee.e00. 7.45 8.50 87% 48% 49 5.00 10.2 C-1 do not eover payments. Rapid recovery likely with 
business improvement. - 
Bangor & Aroostook ..........+.0+. WM. 1). MO =. th ee Sneeee 
Has omitted common div’d, although earnings are 
SRE SE TDD on ccccecccccesescess 4.02 3.50 66 82 34 c-3 holding up fairly well. May resume later in year. 
| 
Canadian Pacific ............000000. an” we a oe an” oe ee ey yh he 
7 | 
Central B. RB. of NW. J. .cseeeeeeeee a ee an le. en Se | 
Has large floating debt, which may Involve financing. 
Chesapeake COED cone eccnecsecécscs 3.48 3.50 54% 27% 86 3.00 8.3 C-1 Div’d may be affected although not believed likely. | 
Bituminous coal comprises % of freight. Earnings | 
Chesapeake & Ohio ............00.. 4.44 3.50 46% 27 85 2.50 7.1 ©-1  sstistactory considering dosent emma. | 
det 
Chicago & E. Illinois ...........++- 89.95 def (nt) (nt) (nt) 0-4 Dividend possibilities remote. 
def 
Chic., Milwaukee, St. Paul & Pac.. 9.28 def 8% 3% 5 @-g 1931 deficit on common probably larger than 1930. 
Chicago & Northwestern ........... a ae ae A oe pe meee ee | 
(Please turn to opposite page) 
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eral reduction of 10% was ordered and since then rates 
have been reduced to lower and lower levels by a 
“whittling down” process. Numerous rate reductions on 
individual commodities have been granted which have later 
necessitated the lowering of other rates to restore equilibri- 
um to the general rate structure. The net result has been 
that the average freight ton-mile revenue of the Class I 
railroads declined from 1.275 cents in 1921 to 1.063 cents 
by 1930, a drop of 16.6%. 

During the past year and one-half the railroads have 
effected large savings in operating expenses, although not 
to the extent to offset losses involved through declining 
trafic. For the first five months of this year, Class I rail- 
roads had total revenues from freight and passengers of 
$1,817,627,034 a decline of about 430 million dollars from 
1930 and 717 million dollars from 1929. Total operating 
expenses, however, have been reduced only about 303 mil- 


lion and 430 million dollars respectively. Net operating 
income for the period amounted to $188,387,589 against 
$358,436,232 in 1930 and $504,893,410 in the 1929 
period. 

The second half of the year should witness comparatively 
better reports although further dividend adjustments are 
likely if earnings continue below dividend requirements. 
While admittedly the situation is not at all optimistic at 
present, still the longer range outlook is not without attrac- 
tive possibilities. The railroads are awaiting either one or 
both of two developments, namely, a general increase in 
freight rates which will enable them to increase their earn- 
ings on the basis of present volume of business, or a re- 
covery in general business which will again insure them a 
normal volume of business. In view of their present operat- 
ing efficiency, the railroads are in a position to show a rapid 
recovery in earnings when business does improve. 





























































































































Position of Railroad Common Stocks—Continued 
: Earned Price Range 
Railroad -—Per Share—, -——193i—, Recent Divi- Yield Inv’ment COMMENT 
1930 1931* High Low Price dend % Rating 
; i i d half, dividend may 
Chicago, Rock Island & Pacific...... 5.56 250 65% 98% 87 4.00 10,8 1 jilese saiinas recover in secon 
Rall earnings down sharply, but has tremendous in- 
Delaware & Hudson ........ ssacses KB 7.00 157% 107% #£«21:18 9.00 7.6 C-1 vestment account. Dividend probably maintained for 
time being. tx eae 
Dividend reduced from $6.00 to $4.00. Present 
Delaware, Lack. & Western ....... 3.60 3.10 102 45% 52 4.00 cts C-1 dividend probably maintained anless earnings con- 
tinue sharp drop. 
Second preferred dividend omitted this year. Drop 
MMS) cs sbrsemucsiepkseauetokes sana +s ae 1.00 39% 18% 20 C-2 in gross offset by operating economies. 
31 probably below the dividend basis 
Great Northern ...... pieshahes soos TO BOO OG GF ee ee ee SHOD paid ont leat year. 
inoi Uniess business picks up sharply in second half, 
Illinois Central .........seseeee eeee 6,01 def 89 41% 44 4.00 9.1 C-1 probably no earnings on common. Dividend not safe. 
Kansas City Southern ..........0.. 2.09 1.00 45 25 27 2.00 7.4 G-2 Expenses cut sharply to meet decline in revenues. — 
i Cutting operating expenses sharply, but dividend 
ee . 207 050 61 87% 40 2.50 6.2  C-2 probably will not be covered by wide margin. 
= .00, ese te of 
Louisville & Nashville ............. 5.64 410 ML 61% 72 5.00 69 c.g piitend, reduced trom §tiOo, ee Masi rate 
Missouri, Kansas & Texas...... eee. 3,00 def 26% 9% 13 C-3 Will probably not cover preferred div’d requirements. 
i i Good wheat prospects in road’s territ indicate 
Missouri Pacific .......... cccccccces 897 2.50 42% 14 22 C-3 better pase legs goth half. = 
Dividend cut from $7.00 but present rate will 
New York Central .......... wedeoes” TOME 450 188% 71% 76 6.00 71.9 C-1 probably not be covered this year, and therefore may 
be further reduced. 
: i * 
N, ¥., Chic. & St, Louis........... 663 350 88 2 22 anew 
New York, New Haven & Hartford. 7.83 6.60 94% 63 66 6,009.1... A¥srestive management Instramental in malatalning 
Norfolk & Western ..........0. whet we a a ie, se One eee 
Northern Pacific ...... ininccene Ct 2 we wt oe a oe ee er 
: * Earnings in 1931 may just about cover dividend, 
PORUAVIVEMIA, 6nsiceivgedecevesce eveee 5.29 3.00 64 42% 45 3.00 6.7 C-1 whieh was eut from $4.00 annual basis. ee 
Pere Marquette .....s.e00s tien 2 MOR Se oo to. 
Pittsburgh & West Virginia ........ 4.76 225 86 49% 50 oa 1 a. rao 
: i i far 
Reading ........... Cs WO, Ue Mm ae © mw & @ Fee 
f Heavy crop movement will aid company, but no 
St. Louis-San Francisco ..... cebeses Gee def 62% 9 16 C-3 earnings likely on common and little if any on pre- 
ferred. 
def Territory hard hit by depression and competition. 
St. Louis-Southwestern ........... -- 8.88 def 33% 7 13 C-3 Another large deficit likely this year. 
Southern Pacific .........+ scenes OO 00 0 Oe ON eee 88 Ot ee eae ee 
CNG MINT isn A tl OR mle me 8 eee ee eee 
Texas & Pacifico ......... ee on : 5 .¢ Expenses curtailed sharply and net being fairly well 
s acific -. 6.36 4.00 100 85 85 5.00 5.9 C-2 maintained, aithough dividend not quite covered. 
Uni . High grade issue with ample backlog of earnings and 
ie DE so hiias aesces - 15.68 18,50 205% 187 155 10.00 6.4  C-1 jarge Tigud investments 
Whedon tae), ete Dividend possibility remote in view of earnings but 
COREE i ciccwaguacebovcslnea visce def 26 8 11 C-2 toad has strategic position. 
Western Maryland ............-+. .. 087 0.2 19% 9 12 a wake 
~ . is still engaged in strengthening position through 
OTE WOES. Sasenasassaiskwcnee def def 14% 4 8 C-8 rehabilitation and extensions. Earning power some 
years off. 
* Estimated. (nt) No transactions so far this year. 
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Utilities In Strong Position As 
Turn Approaches 


Earnings Meet Test of Depression 





public utility industry during depres- 

sion has become almost platitudinous, 
this characteristic nevertheless holds consider- 
able significance for investors and is one which 
the utility industry possesses more than any 
other major branch of industry. Just how 
stable the industry is compared with others 
is brought out in striking fashion in the earn- 
ings reports for the first quarter of the present 
year, a time when business was by previous 
measures and standards depressed. The earn- 
ings during this period of 259 industrial cor- 
porations as a whole were 54.8% under those 
of the same period of 1930; the aggregate 
earnings of 171 railroads showed a decrease of 


Wes mention of the stability of the 








even though business in general continues at 
its present low levels. 

Should business, however, gradually recover 
to normal, then large gains in demand should 
be scored. Industrial demand will show the 
greatest gains because the present industrial 
slack has witnessed a sharp falling off in this 
division. Commercial and especially residen- 
tial demand have held up remarkably well; 
in fact the latter has been registering steady 
gains despite depressed conditions. Utility 
companies have been making intensive efforts 
in the sales of household appliances and equip- 
ment, both electric and gas, so that demand 
naturally is increasing briskly. 

The other branches of the public utility 
industry have likewise been hit by depressed 








39.3%, but the earnings of 76 light, power 
and gas companies declined only 1.6%. 

The chief effect of the depression on the public utility 
companies was to halt temporarily the steady upward trend 
which was so characteristic of the industry for many years. 
The electric power and light branch of the industry had 
been increasing its output 12% annually while gross reve- 
nues were increasing about 11% annually. In May of 
1930, however, the weekly output of electricity began dip- 
ping below the output of the corresponding week of the 
previous year and continued to run consistently below the 
previous years’ output until the second week in July of 


business conditions. Revenues of the gas 
companies are running some 3% below last year, with the 
natural gas companies showing a larger drop than the man- 
ufactured gas concerns. In some sections of the country, 
and especially those in which natural gas is produced, the 
extremely low oil prices have cut into the business of the 
gas companies especially for industrial demand because 
many companies are equipped to burn either fuel which- 
ever is most economical. Stabilization of the oil industry 
and restoration of normal price levels will remedy the 
present situation which is in all probabilities only tem- 
porary. The extension of the natural gas pipe line sys 





















































1931. The trend from now on should be more favorable, 
ae * —eeaeonel 
Position of Public Utility Common Stocks 
Earned Price Range 
Company -—Per Share—, -———1931——._ Recent Divi- Yield Inv’ment 
1980 1931 High Low Price dend Rating COMMENT aes 
(a) (da) = (a) (a) 10% Company has experienced rapid expansion. No change 
Amer. Commonwealth Power ‘‘A’’.. 2.52 2.45(2) 17 10% 13 stock 10.0 A-2 likely in dividend style in near future. 
Chiefly a gas utility with some electric properties 
American Light & Traction ........ 3.44 3.28(2) 54% 34% 38 2.50 6.6 A-1 and large investments, Earnings covering dividend 
by ample margin. 
Saeoe, Business depression has affected — ogee 
<f i i d. Economies ng pu 
American Tel, & Tel.............+. — amare ht Onell etlck rw 
_3 Dividend not being covered, but with revival in busi- 
American Waterworks ............. 3,10 2.79(3) 80% 40% 47 3.00 64 Al iis earnings should pick up rapidly. 
i i diti ffect earnings severely. 
American & Foreign Power ........ 2.20(1) 0,08(2) 61% 21% "7 re — - 3-3" 
$1.00 Large industrial electric load temporarily affects earn- 
American Gas & Electric .......... 4.38 4.16(2) 97% 48% 65 + 4% 5.5 A-1 ings, but quick recovery likely. Same dividend 
stock probable for some time. | 
$1.00 Cash dividend on Class ‘‘A”’ stock recently cut from 
Associated Gas & Elec. ‘‘A’’........ 2.08 NF 23% 11% 18 © or 8% 7.7 A-2 $2.00 to $1.00, although applicable earnings are | 
(m A) stock probably large enough to pay the $2.00 rate. 
*s business statie in recent years. Present | 
Brooklyn Union Gas ..........-+6+. — pm. oe Ul CM aa | 
(b) (ce) 10% in Steadily acquiring additional properties. No change 
Central Public Service ‘‘A’’........ 1.98 19% 10 stock 10.0 A-® in dividend style looked for. 
Present dividend not being covered and unless busi- 
Columbia Gas & Electric ........... 1.76 1.59(2) 455% 20% 28 2.00 7.1 A-1 ness recovers may be reduced. Rapidly expanding 
its gas system. ° 
(Continued on opposite page) 
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tems over long distances to the consuming markets has con- 
tinued to make great progress. 

The American Telephone & Telegraph system which con- 
trols some 75% of the phones in this country reports for 
the first six months of this year a net loss of about 100,000 
telephones or 24 of 1% of those in service. In 1930 
there was a net gain of 122,500, and 821,400 instruments 
were added in 1929. 

A study of the various factors influencing the public 
utility business indicate that earnings are now probably at 
the lowest level they will reach in the course of the present 


on the output of both electricity and gas will rise above the 
corresponding 1930 level, especially if business revival gets 
under way. Moreover, in the course of the past year most 
of the larger systems have made important reductions in 
operating expenses with the result that net earnings are not 
likely to decrease from current levels; rather, with improv- 
ing conditions gains in net income are apt to be very rapid. 
There is of course the political angle to be considered. 
For the time being foreign developments have overshadowed 
this question, but it is bound to come to the forefront again 
and eventually result in closer regulation of the industry, 
but this should by no means be construed as unfavorable. 



































































































































depression. First there is the probability that from now 
Position of Public Utility Common Stocks—Continued 
Earned Price Range 
Company -—Per Share—, 1931—_. Recent Divi- Yield Inv’ment COMMENT 
5 980 1931 h Low Price dend % Rating 
Dividend cut from 60 cents yearly. Present rate being 
Commonwealth & Southern ......... 0.60 0.50(4) 12 6% z 0.40 5.7 A-1 earned by fair margin, and when business recovers 
old rate may be re-established. 
. Dividend covered 
Con, Gas, El. Lt, & P. of Balt..... 5.28 5.21(3) 101 77 88 $60 41 A-l ager oper _— company 
Company should benefit from new promotional elec- 
Consolidated Gas of N. Y.......... - 5.06 NF 109% 82% 91 4.00 4.4 A-1 iric rate now in effect. Dividend earned by good 
margin. 
Slow uptrend now likely in net. Expenses well In 
Detroit Edison ............ desctiess OS 8.76(4) 195 140% 155 8.00 5.2 A-1 hand and in position to benefit fully from recovery. 
Same dividend likely for present. 
6 mos, 6% Owns large interest in affiliates in foreign and do- 
Electric Bond & Share ............. 2.43 1,95 61 31% 87 stock 6.0 A-1 mestic field. No change in div’d style looked for. 
i Has attractive bilities in natural gas. Earnings 
Electric Power & Light............. 2.86 2.85(2) 60% 80% 38 1,00 2.6 A-l holding up, aor ae change in dividend expected. 
2.74 2.62 30 11% 14 1.20 8.6 A-2 Earnings receding gradually. A reduction in rate 
Federal Water Service “‘A’’......... (mA) (mA) on “A” stock not unlikely. 
(a) (2) 0.30 or Large holdings of Assoc. Gas & El. Co. seourities. 
General Gas & Electric ‘‘A’’........ 0.48(a) 0.48 8% 4% 6 6% stock 6.0 A-2 Wo change in div’d payments looked for. 
: com J, 
Interborough Rapid Transit........ mil nil 84 19% 21 aes EE ppc mantras siete hac usicis 
(5) $2.00 
Internat’l Hydro Elect kee fe g Has acquired extensive properties north of Boston. 
a aren” eet oe 16% - — ” oat No change likely in present style of dividend. 
6 mos Has acquired interest in rege bs neon sn 
International Tel, & Tel............ ~ a. ee eS  — ete: 
Louisville Gas & Electric “‘A’’...... 2.35(a) NF 35% 2% 29 1.75 6.0 A-l a holding up well and “A” stock in sound 
Middle West Utilities .......... eee 1.59 NF 25% 14% 17% 8% 8.0 A-1 Net earnings slightly lower, but no change in divi- 
stock dend policy likely. 
A Net dropping off gradually, but dividend covered by 
National Power & Light............ 1.99 1,81(2) 44% 20% 24 1.00 4.2 A-1 ample margin. Should experiones: rapid recovery 
when conditions improve. 
Ni Domestic and farm sales show uptrend, but industrial 
iagara-Hudson Power ......see0; - 0.61 0.52(4) 15% 9% 11 0.40 3.6 A-1 business severely affected. Dividend covered by good 
margin. ‘ 
North American ....... vocccecscccs 4,96 4.35(2) 90% 56% 65 10% 10.0 A-1 System in strong position. Policy of paying divi- 
stock dend in stock will probably be continued. 
. 3 mos. Has undertaken large expansion in natural gas. 
Pacific Gas & Electric ............ 3.07 0.66 54% 38 46 2.00 4.3 A-1 Dividend earned by ample margin. 
Pacific Lighti industrial gas business severely affected by depres- 
aciiic ighting Cette ee eerescesesees 4.45 4.39(2) 69% 48% 52 3.00 5.8 A-l sion. Earnings, however, cover div’d by wide margin. 
Peoples Gas, Light & Coke...... Net earnings maintained through operating econ- 
ples Gas, Light & Coke......... 11.49  10.79(2) 250 188% 195 8.00 4.1 A-l omies. No change in dividend expected. 
Public Service of N. J....... boaey Ba System showing gains in both gross and net over 
we bh é — £.08(6) 96 78 78 8.40 4.38 A-l ast year. Dividends covered by fair margin. 
Southern California Edison ......... : Earnings gains continuing. Dividend covered by good 
a on 3.25 NF 54% 386 42 2.00 4.7 A-l margin. 
8t , Large system with widespread properties should show 
andard Gas & Electric ........... 6.04 5.66(2) 88% 65% 61 3.50 6.7 A-1 rapid gains when conditions right themselves. Divi- 
5 dend appears safe. 
Unit mos. May acquire additional stock in companies in which 
Oe. OED, © Sockseddesesane secs eee 0.78 0.45 81 16% 22 0.75 3.4 A-1 it now has an interest. Dividend will probably be 
maintained. 
Unit Earnings affected by cheap oil, but longer range out- 
nited Gas Corp 0600006808000 coooe O87 0.32(4) 11% 4% 6 ‘ B-1 - S eeeae Can pay small dividend, but not 
ely. 
United Gas Improvement ........... 1.54 1.54 Earnings helding ap and cover dividend by falr 
() 8% = =% aid 1.20 4.3 A-l margin. No change expected. 
United Light & Power “‘A” ........ 2.01 1.63(8) $43 Earnings have gradually dropped off, but dividend 
a (8) a aed 1.00 4.8 A-l being covered and no change looked for. 
nited States Electric (w.w.) ...... 0.37 NF 8 3 Controls Standard Gas & Electric system. No divi- 
ae OB. --s-- A-1  dends tikely this year. 
Veiliti 2.00 Applicable earnings equal to $3.81 a share on “‘A”’ 
jes Power & Light............ 2.05 2.00(2) 31 19% or 9.1 A-2 stock, but has no equity in distributable earnings 
ee j 10% st, over $2.00 now. 
West, . mos. Economies have made possible maintenance of net 
wee OL, ocean ws ROLE 4.15 150% 96% 118 8.00 71 B-1 earnings. Dividend covered by slight margin. ‘ 
(1) Twelve months ended Sept, 30th, 1930. 2) Twel 
(4) Twelve months ended June s0th, 1981, (6) oo pti Ramee — ag Stet, 198. (3) Twelve months ended May Sst, 1931. 
combined A and B shares, (b) Before depreciation (c) Applicable % ‘ - (6) Twelve months ended April 30th, 1981. (a) On 
mated. NF—Mo figures available. mA-—Maximum dis yh beuhie on dog ye 3 =— (d) Before depreciation and Federal taxes. (e) Esti- | 
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Equipment Company Earnings Reflect 
Trade Depression 


Major Readjustment Seems to Be Completed 


is the manner in which some managements 





ITH a limited number of exceptions, 

the equipment manufacturers have 

been hard hit by acute business de- 
pression. In most instances earnings are at 
levels well under the figures of 1930, which 
in turn represented marked recession from 
1929. At the present writing it appears prob- 
able that the majority of these companies have 
touched bottom in earning power, even if 
there should be no early recovery in business. 
In the event of genuine trade revival this 
autumn, some of the equipment groups may 
be expected to reflect it promptly but it is im- 
probable that such gains would be sufficient 
to result in total 1931 earnings comparable to 
those of last year. 








have achieved internal readjustments, West- 
inghouse Electric & Manufacturing, for ex- 
ample, having turned from substantial loss in 
the first quarter of this year to substantial 
profit in the second quarter without any corre- 
sponding change in the general business level. 

Of the various groups the electrical division 
appears to be in fundamentally the most 
favored position. Earnings have declined sub 
stantially, it is true, but the nature of the in- 
dustry offers basic hope for recovery. There 
has been virtually no interruption in the con- 
stant expansion of public utility services and 
this field offers a foundation of support. De- 
pression has checked the movement toward 








In general the trend of equipment stocks 
doubtlessly will conform closely to the major 
business trend but there is a strikingly wide divergence of 
positions and prospects of the various groups as well as among 
the individual companies within these groups. Accordingly, 
the utmost discrimination in the selection of commitments is 
necessary. One of the important factors to be considered 


electrification of the railroads and has cut into 
sales of household electrical appliances but 
both of these sources of demand will reopened by business 
revival. Sales of electrical refrigerators, on the other hand, 
are breaking all records and with some companies this is an 
important factor of promise. 

With the railroads fighting to save their credit by means 








Position of Leading Equipment Stocks 
Electrical 





Earned Price Range 
1930 1981 High Low 


Per Share—, -——1931——, Recent 
Price 


Divi- Yield Inv’ment COMMENT 
dend % Rating 





First half sales off about 35% from 1930.  Re- 




















Cutler-Hammer, Inc. .......sseee0. $3.61 def 41 174%, 20 B-2 sumption of dividend depends on substantial improve- 
6 mos, ment. os 
Operations substantially below 1930 level. Dividend 
Electric Storage Battery .......... 6,22 NF 66 49% 53 $5.00 9.5 B-2 may be continued in view of strong financial posi- 
tion. = 
NL OUNEIN 555s ans snnsasceen 1.90 0.75 54% 36 39 1.60 4.1 B-1 Sales down 28% first half, and although dividend 
wes 6mos. : ____not quite covered, rate will probably remain, 
Westinghouse Elec. & Mfg......... 4.46 def 107% 54% 62 4.00 6.5 B-1 Unless business and earnings pick up sharply, divi- 

6 mos. dend may be reduced further. 

Railroad 





Earned Price Range 


7~Per Share—,. -——1931——, Recent 
19380 1981 High Low Price 


Divi- Yield Inv’ment COMMENT 
dend % Rating 





Not earning dividend, but rate will probably be 


























Amer, Brake Shoe & Foundry...... 3,24 NF 38 25% 28 2.40 8.6 D-1 maintained for a while awaiting improvement. 
Amer. Car & Foundry .........+0+., 5.44 nil 38% «14 17 1.00 5.9  D-1 Dividend recently eut to $1.00 from $3.00 rate, 
(a) (a) but not earning anything on common. i 
D from $2.00, but present low tions 
American Locomotive ..........s0+- 141 NF 380% 18% 16 1 88. Ba Soe eae ane re 
t ds on revival 
Baldwin Locomotive .........++s+0. 1.94 NF 2% % 18 Re oe ie een payments depends 
General American Tank Car........ 8.08 1,47 73 52% 58 4.00 6.9 B-1 Dividend being covered by fair margin, and earn- 
3 mos. ings outlook favorable. 
General Railway Signal .......... . 107 #210 84% 46% 58 5.00 9.4 G1 Fair outlook, but dividend not quite belng earned, 
6 mos. and reduction therefore a possibility. 
Dividend cut several times from $3.60 rate. . Earn- 
New York Air Brake ............. 2.26 NF 25 12% #«=15 1.00 6.7 D-1 ings improvement depends on revival of railroad pur- 


chasing. 














(Please turn to opposite page) 
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of higher rates and carrying retrenchment to the utmost 
lengths, there is scant prospect that the equipment com- 
panies in this group will experience any early improvement. 
Meanwhile existing equipment is being used up, however, 
and a replacement demand will be created which should 
have some favorable influence upon earnings either late this 
year Or next year. 

One or two of the office and business equipment com- 
panies show sustained earning power. The prospect of the 
industry is essentially favorable. Readjustments have been 


made and the group is in a position to benefit quickly from 
a turn in business. 

The earnings of the agricultural equipment companies 
are unfavorable and the prospect is for rather slow re- 
covery, the industry being dependent upon agricultural 
purchasing power, which is seriously depressed. The ma- 
chine equipment group reflects great irregularity among the 
various companies, one or two companies serving favored 
industries being in a strong position while others appear 
unpromising. 









































































































































Position of Leading Equipment Stocks (Continued ) 
Railroads (Continued) 
Earned Price Range 
-—Per Share—, 1981 Recent Divi- Yield Inv’ment COMMENT 
1980 1981 ffigh Low Price dend % Rating 
Pullman, Inc, ..ccccccccccescccccce 487 0,15 68% 28 84 4.00 11.7 O-1 Net earnings far below dividends, and a reduction 
$8 mos. in rate probable. 
iti ipe lines affecting eom- 
Hi TRO iin C0 7 Be wm ie wn ee a 
Westinghouse Air Brake ........... 2.05 0.81 86% 20 25% 2,00 1.8 C-1 Earnings considerably below dividend requirements 
8 mos, and adjustment likely. 
Business 
Earned Price Range 
Per Share—, ——1931——, Recent Divi- Yield Inv’ment COMMENT 
19380 1981 High Low Price dend % Rating 
Burroughs Adding Machine ......... 1.50 0.60(e) 82% 19% 22 1.50 6.8 B-1 1s covering the regular dividend of $1.00 annually, 
6 mos, but extra may be dispensed with. 
International Business Machines .... 11.53 5.644 179% 117 135 6.00 4.5 B-1 Earnings holding up remarkably well because of 
6 mos, diversified products. Could pay more but not likely. 
Nat’l Cash Register ‘‘A’’..... cooee 8.01 0.41 89% 18% 25 see B-3 Second quarter showing favorable, and may pay & 
6 mos, dividend on “‘A” shares again late in year. 
Omitted common dividend last March. Resumption 
Remington-Rand, Inc. .....eeceeees 1.28 0,11 14% 6% 8% B-2 possible when business and earnings again on up- 
3 mos. trend, but probably not this year. 
Underwood-Elliot-Fisher ............ 5.47 1,44 16% 40 44 6.00 11.3 B-2 Earnings sharply down and below dividend require- 
6 mos, ments, which will probably be reduced. 
Agricultural 
Earned Price Range 
Per Share—, -—1931—, Recent Divi- Yield Inv’ment COMMENT 
1930 1981 High Low Price dend % Rating 
Made relatively good showing during first half, but 
J. I. Case Company sstdtesececcese BED NF 181% 59%, 63 6.00 9.6 C-1 outlook for industry clouded by agricultural prospects. 
Working capital position favorable, but conservatism 
Deere & OO. ...cecscscecesseeseees 6.99(b) NF 44% 17 17 O-8 ictates passing dividend. 
. Largest manufacturer of agricultural machinery. tn 
Inter’l Harvester ......... wcccvecs +. 465 NF 60% 38% 40 2.60 6.3 C-1 strong financial position. Dividend reasonably safe. 
Omission of preferred dividend recently indicates 
Minneapolis Moline Power .......... 0.56 NF ™% 2% 2% C-8 sharp earnings drop. Slow recovery only can be 
looked for. 
: ' New management is strengthening finaneial position 
Oliver Farm Equipment ............ def NF 5% 2 2% GS const tat cole it Galen. 
Machinery, Etc. 
Earned Price e 
-—Per Share—, -—1931—, Recent Divi- Yield Inv’ment COMMENT 
1930 1981 High Low Price dend % Rating 
Allis-Chalmers Mfg. ......ccseceees 2,86 0.78 438% 18% 24 2,00 8.3 B-1 Business off sharply and earnings below dividend re- 
6 mos, qui its. Some adjustment probable. 
Dominant position in cigarette and tobacco machine 
Amer. Machinery & Foundry ....... 2.82 1.25(e) 48% 28 31 1,40 4.5 A-1 industry. Favorable outlook, with dividend eovered 
6 mos. by wide margin. 
Chicago Pneumatic Tool ........... nil nil 15% 6% 8 C-8 Omitted preferred dividend early this year. Depres- 
6 mos. sion in construction Industry affects business severely. 
Earnings running below last year, with little or 
Fairbanks Morse & Co....... baasaea 0.93 NF 29% 15% 14 1,60 11,4 C-2 nothing remaining on common. Dividend adjustment 
likely. 
Operations believed to be at a loss currently. About 
Foster-Wheeler Corp. ....seccceses. 6,87 NF 64% 21% £24 2.00 8.3 C-1 50% of business in oil refining equipment. Doubt 
concerning dividend. 
In exeeptionally strong financial position and could 
Ingersoll-Rand .......+.+- Sptsewicns QI NF 182 14 88 4.00 4.6 C-1 continue dividend even though earnings outlook Is 
unfavorable, 
National Supply .......cccsceccccsee 4:95 loss 10% 22 22 ©-2 Recently passed common dividend. Depressed con- 
3 mos, ditions in oil industry cloud outlook over near future, 
Company In strong eash position. Preferred dividend 
Worthington Pump & Machy....... 8.23 NF 106% 387% 48 C-2 accumulations now all paid off, but common dividend 
» may be postponed. 
(a) Year ended April 90th, (b) Year ended Oct. Slst, 1930. (e) Estimated. NF—No figures available. 
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What Shall the Savings Banks 
Depositors Do? 


Lowering of Interest Rates Curtails Income 
Obtainable from Savings Banks Deposits— 
Ten High Grade Bonds and Ten High Grade 
Preferreds Suggested for Higher Return 


erally throughout the country will 

suffer an appreciable shrinkage of 
income as a result of the more or less 
concerted move on the part of savings 
institutions to allow smaller interest on 
depositors’ funds. While it is true 
that many of these institutions offer in 
vestors a high degree of safety because 
of state supervi- 
sion and on ac- 


Sealy th banks depositors gen- 


By Francis C, FULLERTON 


many investors both small and large. 
Savings institutions on their part, how- 
ever, have found difficulty in investing 
these funds within the prescribed limits 
imposed upon them at a return which 
would permit them to continue paying 
the higher rates of interest on deposits 
which were adopted by them a few 
years ago. 


. 


To some extent, they hesitate to in- 
vest the large amounts of new funds 
now flowing in their direction in the 
more or less permanent forms of in- 
vestment common to them because they 
fear that a considerable part of the new 
deposits are temporary and will be 
withdrawn as soon as business starts 
recovering in this country. These 
temporary funds 
are on deposit by 








count of the man- 
ner in which their 
investments are 
prescribed for 
them, many who 
have in the last 
year or so directed 
their funds to these 


Ten High Grade Bonds and Ten High Grade 
Preferred Stocks Suggested for the Investment of 
Funds in Lieu of Savings Banks Deposits 


Ten High Grade Bonds 


institutions are canoer ens 
now no doubt — on 
: ce 
looking about for Southern Pacific Ist 48, 1985..............00 2.0(a) 108 
other mediums in Atchison, Topeka & St. Fe 4s, 1955.......... 3.8 110 
which they can in- Midvale Steel & Ord. Coll. 5s, 1996........... 4.3 105 
vest with a com- Pacific Gas & Elec. Gen. Ref. 5s, 1942....... 2.7 105 
New York Central Deb. 6s, 1935............. 1.5 110 
P — uted of Southern California Edison Ref. 6s, 1952...... 3.8 105 
Sarety and: where Pennsylvania 58, 1968 .............eceeeeeeee 1.8 102 
at the same time a Arkansas Power & Lt. Ist & Ref. 6s, 1956.... 2.3 105 
higher income is Northern Ohio Tr. & Lt. Gen, & Ref. 6s, 1947 2.8 110 
United Lt. & Rys. Ist Cons. A 6s, 1952...... 2.2 (b) 


obtainable. 


The tremendous 
flow of funds into 


Ten High Grade Preferred Stocks 


savings institutions Union Pacifico 4% Non-Cum.........cesecceees 10.3 N.C. 
: Atchison, Topeka & St. Fe 5% Non-Cum..... 6.0 N.C. 
- the collapse Duquesne Light Co, 5% Cum. Ist...........0. 9.7 110 
of the securities United Gas Improvement $5 Cum.......+.... 15.0 110 
market in 1929 is Hershey Clocolate Conv. $5 ($4 Cum.) ...... 4.9 N.C, 
a recognition of Public Service of N. J. $6 Cum.............. 4.9 N.C, 
; Pacific Gas & Electric 6% Cum. (325 par).... 3.5 N.C. 
the safety and con Philadelphia Co. 6% Cum. ($50 par).......... 9.4 N.C. 
servatism inherent North American Co. 6% Cum. ($50 par)...... 15.8 55 
in most of them Buffalo, Niagara & Eastern Power $1.60 Cum. 3.3 26%, 


and is a result of 
the ultra-cautious- 
ness instilled into 





(a)—Guaranteed by proprietary companies. 


(b)—Non-callable untii 1947. 





individuals and 
firms not only be- 
cause they are 
liquid and can be 
withdrawn almost 
instantly but be- 
cause a much high- 
er return is avail- 
able than can be 
7” wan _obtained in the 
96 4.3 - call money market 
95 4.3 or through the 
aes 4.8 purchase of short 
~ “ term commercial 
105 4.6 paper. This type 
104 4.7 of savings the 
100 5.0 banks are trying to 
os 4 discourage and to 
107 5.4 
some extent the 
adoption of lower 
rates is a measure 
bed wed to effect this. 
106 48 While the sav 
105 4.8 ings banks are 
101 4.9 ideal mediums for 
= “0 small savings even 
“ 98 under the present 
55 5.5 reduced rates of 
27 5.9 interest allowed, 
larger amounts may 
now well be invested 
with ample degree 
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of satety in high grade bonds and high 
grade preferred stocks which will re- 
turn the investor an appreciably higher 
return. Seasoned bonds and preferreds 
of large well-managed coinpanies with 
long earnings records showing service 
requirements covered by a wide margin 
in good times and in bad times are 
securities in which the average investor 
can place his funds with very little risk. 
This type of bonds or preferred stocks 
is distinctly of investment character 
and consequently price fluctuations are 
very narrow, thus affording the holder 
of the security the chance to sell, if he 
is forced to do so, at little or no loss of 
principal. 

If an investor or an individual has 
only a small fund, the best plan is to 
place this in the savings bank because 
not only is it safe there, but it earns 
interest for him and at the same time 
is in such form that at any time he 
can draw out all or any part of the 
deposit without the slightest loss of 
principal. This fund serves the pur- 
pose of a cash reserve which every in- 
vestor should have. However, once 
having established this reserve fund, 
the next problem is to obtain income 
and this can best be done through the 
purchase of a diversified list of bonds, 
preferred stocks and investment com- 
mon stocks. At first, only the highest 
grade bonds and preferred stocks 
should be bought, and as the invest- 
ment fund grows larger, medium grade 
securities may be purchased and the 
investment common stocks. 

Recommendations of securities in- 
cluded herewith are only high grade 
bonds and preferreds which would con- 
stitute suitable investments to take the 
place of savings banks deposits. In 
nearly every case there is large prop- 
erty equity behind the securities and 
the issuing companies have had envi- 
able earnings records, showing interest 
or dividend requirements covered by a 
large margin over a long period of 
years. In deciding whether to purchase 
a bond or preferred stock, the small in- 
vestor is confronted with the fact that 
many bonds do not come in denomina- 
tions of less than $1,000; a few come 
in $500 denomination while some even 
come in “baby bonds” of $100 denomi- 
nation. Preferred stocks, on the other 
hand, are readily available to investors 
having $5 00 or less, as individual pre- 
ferred issues can be purchased between 
$25 to $30 a share, others around the 
$50 level, but most issues sell in the 
neighborhood of $100. The dividend 
rate paid on the preferred issue and 
the quality of the issue determines the 
selling price. 

In acquiring a list of investment 
securities, the purchaser should, of 


(Please turn to page 546) 
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Bond Buyers’ Guide 


Norte.—The following list of bonds has been arranged solely on the 
basis of current yields to maturity. The position of any issue is not 


intended as an indication of its relative investment merit. 


Readers 


should observe a proper diversification of commitments in making their 
selections from this list. The Guide is subject to revision as more favor- 


able issues appear and those no 


longer suitable, in our opinion, for new 


purchases, are dropped. Any queries concerning such changes should 
be directed to our Personal Service Department. 


Railroads 


( 





Current Yield 
Recent In- 
come Maturity 


Prior Interest 
Liens Times Call 
Millions) Earned* Price Price 


Atchison, Top. & 8. Fe 4s, 1955....... : 273.3 8.77 110 97 4.1 4.2 
Southern Pacific Ist 4s, 1955........+.. 12.4 2.0X 105 96 4.2 43 
New York Central Deb. 6s, 1935........ 630.2 1.54 110 107 5.6 4.3 
Pennsylvania Gen, 4%s, ‘‘A,”’ 1965..... 184.0 1.9 (N) 102 4.4 4.4 
Illinois Central Ist 4s, 1951............ a6ee 1.5 (N) 95 4.2 4.4 
Pennsylvania 58, 1964......++--seese00- supe 1.81 102T 104 4.8 4.7 
Great Northern Gen. A 7s, 1936..... (b) 139.8 1,98 eae 110 6.4 4.7 
Central Pacific Guar. 5s, 1960........ 1.91 105 (’35)T 103 4.9 4.8 
Rock Island-Frisco Terminal Ist 4%, 

a re nar err a x 1024%4T 96 4.7 4.9 
Chic, & W. Indiana Ist Ref. 54%s, 1962.. 49.9 x 105 105 5.2 5.2 
Carolina, Clinchfield & Ohio lst & Cons. 

SP ese er b 14.2 x 1074%,T 108 5.6 5.4 
Nor’n Pacific Ref. & Impr. 6s, 2047.(a) 165.6 2.12 110 (’86) 110 5.5 5.5 
Balt. & Ohio Ref, & Gen. 6s, 1995...(a) 285.3 1.64 10744A (’34) 108 5.6 5.6 
Southern Railway Dev. & Gen. 6s, 1956. 133.8 1,51 apes 103 5.8 5.8 

Public Utilities 
Pacific Gas & Elec. Gen. Ref. 5s, 1942.. 29.0 2.67 105T 106 4.7 4.3 
Utah Power & Light Ist 5s, 1944...... ai 2.26 105 108 4.9 4.7 
Consol. Gas of N. ¥. Deb. 5%s, 1945.(a) 191.1 5.51 106T 108 5.1 4.7 
Indiana Natural Gas & Oil Ref. 5s, 1936 .... 8.02 abs 102 4.9 4.8 
Montana Power Deb. 5s, 1962....... (a) 933.3 2.25 105T 102 4.9 4.9 
Arkansas Power & Light Ist & Ref. 5s, 

BOOO  sino0.s ch cod tenns eh ssweesees (c) 2.0 2.26 105 100 5.0 5.0 
Hudson & Manh’n Ist Ref, 5s, 1957..(b) 5.9 1.53 105 100 5.0 5.0 
Columbia Gas & Elec. Deb, 5s, 1952....  .... 3.27 105T 100 5.0 5.0 
Northern Ohio Tr. & Lt. Gen’l & Ref. 6s, 

1087, SB oo. ccccccccsccccccccces a) 8.4 2.79 110 107 5.6 5.3 
United Lt. & Rys. Ist Cons, A 6s, 

6 errr ees toe (b) 11.3 2.15 (N) 108 5.6 5.4 
New Orleans P, 8S. Ist & Ref, A 5s, 

1952 (a) 9.7 1,37 104 93 5.4 5.5 
Amer. W. Wks. & El. Deb. 6s, 1975..(a) 12.7 1.42 110 105 5.7 5.7 
Duke Price Power Ist 6s, ‘‘A,’’ 1966.... 36.7 1,41 1054%T 104 5.8 5.7 
Standard Gas & Elec. 6s, 1935.......... 432.2 1,42 103 101 5.9 5.7 
Standard Gas & Elec. 6s, 1966...... (b) 482.2 1,42 105T 98 6.1 6.1 

Industrials 

Midvale Steel & Ord. Conv. Coll. 5s, 

rr ree 4.34 105 104 4.8 4.1 
Allis Chalmers Deb. 5s, 1937........ (a) 5.39 108T 102 4.9 4.7 
Gulf Oil Deb, 5s, 1947..........+46+ (ec) 2.99 104AT 102 4.9 4.8 
Sinclair Pipe Line 5s, 1942.......... (a) 5.30 103 102 4.9 4.8 
Youngstown Sh. & Tube Ist 5s, 1978. (a) 2.93 106T 100 5.0 5.0 
National Dairy Prod. Deb. 5%4s, ’48..(a) .... 7.62 105T 102 5.1 5.1 
Purity Bakeries 5s, 1948..........s++++ 0.6 7.74 108% 94 5.3 5.5 
Chile Copper Deb, 5s, 1947.......... Saree 4,81 102T 89 5.6 6.1 
International Match Deb. 5s, 1947....(a) 5.67 103T 87 5.7 6.3 

Short Terms 


Humble Oil & Ref. Deb. 5%s, ’82...(b) 
Smith (A, 0.) Ist 8. F. 6%s, 1933..(a) 
Middle West Utilities 5s, 1933.......... 


7.84 102%A 102% 5.3 
..+. 22.76 101T 103 
881.6 1,42 101% 97% 5.1 


= 

oy 
Oe. 
Pa: 


Convertible Bonds 


Am, Tel, & Tel. Conv. 4%s, ’89..... Com. 
Atch., Top. & 8. F. Deb. 4%s, '48..Com. 


N. Y¥., N. H. & Hart. 6s, °48...... Com.@100 


Baltimore & Ohio Conv. 4%s, ’60....Com. 
Texas Corp. 58, 1944........---e00e Com. 
Inter’] Tel, & Tel, Deb. 4%s. ’39....Com. 


@175.4 6.10 105 134 3.4 ea 
@166.6 3.77 102 115 3.9 3.4 
1 1.92 cose 115 5.2 4.7 
@120(h) 1.64 105 90 5.0 5.2 
70 3.24 102T 95 5.3 5.5 
@63.9 2.27 102% 91 4.9 5.9 


All Bonds are in $1,000 denominations only, except (a) lowest denomination $500, 


(b) $100. * On total funded debt. 
A—Callable as a whole only. 

by proprietary companies. 

(h) Convertible after February 1, 1931. 


T—Callable at gradually lower prices. 
(c) Listed on New York Curb, 


X—Guaranteed 
(d) Available over-the-counter. 
(N) Not callable until 1947. 
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Who Will Profit in the 
Newest Industry? 


Tremendous Growth of Mechanical Refrigeration Despite 
Depression and Prospect of Broad Expansion a Favorable 
Factor in Earnings — Outlook for Several Companies 


HE General Electric Co. has 

manufactured more than 1,000,- 

000 electric refrigerators since it 
introduced this product in 1927. The 
value of its total output, not separately 
reported, probably can be safely esti- 
mated at $150,000,000 to $200,000,- 
000. Moreover, expansion is at a strik- 
ingly dynamic rate, 1930 sales having 
been 30% above those of 1929. In the 
metropolitan area of New York first 
quarter sales this year were 85% above 
those of the corresponding period of 
1930. 

-Both in gross volume and net profits, 
a product that was a novelty four years 
ago has become a substantially impor- 
tant part of the company’s business. 

Interesting in itself, this performance 
is still more interesting and important 
as a typical illustration of what is go- 
ing on in the country’s newest industry 
— mechanical refrig- 


By Russet TayTE 


in general business, company after com- 
pany reports rapidly expanding sales. 
There is business for all—for the time 
being. It is a boom market, compar- 
able to preceding booms in the automo- 
bile, in radio and in aviation. As 
such, it looms up as an important part 
of the future economic picture, noth- 
ing being more vitally needed by 
American business than new products 
of wide popular appeal. 

Millions will be made—and lost—in 
this industry. Will it parallel the rec- 
ord of other booms in rapidly exploit- 
ing a virgin demand? Will the up- 
ward curve of fast expansion, heavy 
investment and mounting profits give 
way to the retribution of a saturated 
market, increasing competition and de- 
clining profits? Who is likely to fare 
best in the race? These questions are 
both of general business interest and 


of specific interest to thousands of in- 
vestors. 

The first mechanical refrigerator, as 
we now know it for use in the home, 
was sold in 1914 and it required nearly 
ten years for the first 10,000 units to 
be manufactured and sold. By 1929 
this quantity was being sold every four 
days. From a total of 75,000 units in 
1925, sales leaped to 248,000 units in 
1926, to 488,000 in 1928 and to 685,- 
000 in 1929. The 1930 output is esti- 
mated to have been between 950,000 
and 1,000,000 units, valued at fully 
$250,000,000. Despite depression, pre- 
liminary statistics indicate that 1931 
will continue the remarkable rate of 
gain of the preceding five years. 

The very speed of this expansion 
suggests, of course, that it will not con- 
tinue indefinitely. As with the auto- 
mobile and the radio, demand will 
prove to have a limit. 
Furthermore, replace- 





eration. Frigidaire is 
a heavy earner for 
General Motors. 
Westinghouse has 
leaped into the new 
field. Borg-Warner, 
no longer relying ex- 
clusively upon the 
automotive field, is 
pushing its Norge. 
Until recently, Grigs- 
by-Grunow was a 
radio company but 
out of total May sales 
of $2,609,686 its 
Majestic refrigerator 
accounted for $2,066 - 
732, or approximately | 
80%, and radio only 
$558,779. 
Apparently _ little 


THOUSANDS OF ELEC REFRIGERATORS 








A SPECTACULAR RECORD 


INDEX OF MANUFACTURING 





27 ‘ 29 





ment demand will not 
50 be comparable to that 
of the automobile, 
since the average me- 


Ss chanical refrigerator 
is of relatively long 
life. 


From the present 
perspective only a 
rash prophet would 
attempt to time the 
probable saturation 
point, since it ob- 
viously will depend 
largely upon the pace 
of expanding manv- 
facture and sales in 


DWIS xZaNn! 


60 the next few years. It 
appears reasonably 
so | certain, however, that 





the selling job will be 





affected by depression l 
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comparatively easy for at least the next 
five years. Even with sales at the rate 
of 1,000,000 a year, only a start has 
been made, for more than 20,000,000 
American homes are wired for elec- 
tricity and thousands are being added 
each year with the growth of popula- 
tion and the extension of electric and 
gas services to rural areas. Although 
of much smaller volume than electric 
refrigerators, sales of gas refrigerators, 
starting with 5,000 in 1927, have more 
than doubled in each succeeding year. 
Manufacture is only one side of the 
picture. In combination with distribu- 
tion, it involves a purchasing, 
sales and payroll turnover of 


Motors, Westinghouse, Kelvinator, Ser- 
vel, Borg-Warner, Grigsby-Grunow, 
Copeland Products and Bohn Refrig- 
erator Co. With almost all companies, 
the trend of sales is upward but to in- 
vestors the important question is: 
Which companies are most likely to 
maintain a leading position indefi- 
nitely? 


Avoiding Single-Base Companies 
Obviously, only time and experience 


will answer this question with finality 
but some general considerations are 


cupy the dominant sales position in the 
industry. This fact in itself is evidence 
of inherent advantages which are not 
likely to disappear under the stress of 
competition. Each of the four is well 
intrenched in its own field, strong in 
financial resources, technical equipment 
and research facilities and, above all, is 
well fortified with a broad diversifica- 
tion of products. 

These are vital factors when con- 
sidered in relation to the probability 
that eventual saturation of the market 
will make it difficult for some of the 
lesser companies to show satisfactory 
profits on the investment in 
fixed properties. 





considerable importance, pres |{ aim tak 
ent and potential, to Ameri- - ‘ 
Se klik Ce equal impor- Sale of Mechanical Refrigerators 
tance is the cumulative in- in the United States 
crease in the consumption of alec 
H i Numb er 
aeons — for eto Year Sold Retail Value Wired Homes 
ee ee oe oe OE eskeskersess 15,000 $5,800,000 18,252,985 
ary, 1929, an official of the 7 alas esticie:. iki 
Middle West Utilities Co. BOM cniannns cannes ais 0 — 
estimated that mechanical re- We sess haworthGe 75,000 26,250,000 15,928,060 
frigerators in homes and eee 248,000 65,200,000 16,359,279 
small commercial establish- PP Sissies 870,000 83,400,000 17,596,890 
ments were using 1,200,000,- ee gene eee 488,000 183,700,000 19,012,664 
000 kilowatt hours of elec- i ae ilies 
tricity per year. More impor- BOOS | scécwaves neous 685, . ’ ’ ’ 
tant, the same authority ex- 1930 (estimated).. 950,000 250,000,000 20,000,000 
pressed the opinion that re- 





But while a saturation point 
within a comparatively limited 
number of years can be taken 
for granted in the sale of me- 
chanical refrigerators for the 
home and for the smaller com- 
mercial establishments, it is 
worth bearing in mind that the 
possibilities of refrigeration do 
not end here. The word itself 
may prove to be a misnomer. 
The chief purpose of refrigera- 
tion as we know it today is 
the preservation of perishable 
goods. Even in this use there 
is vast room for expansion, 
notably in the various new 




















frigeration offered the greatest 
field of potential development 
in use of electricity of any industry, 
with the possible exception of the rail- 
roads and the steel industry. 

No great amount of imagination is 
required to visualize these possibilities. 
Human existence and the business 
founded upon it are no longer on a 
necessity basis. In the average family 
budget, ever rising standards of living 
give a larger and larger place to com- 
forts, conveniences and luxuries. ‘To 
the automobile, the radio and modern 
house-heating devices we quite natural- 
ly add the desire for a mechanical re- 
frigerator. 

The principles of mechanical refrig- 
eration are comparatively simple. They 
offer no bar to any company which 
feels that it has the resources and 
equipment to carve out for itself a 
share of the business. For this reason 
we have the familiar spectacle of a 
boom demand in a new field enticing 
an increasing number of participants in 
the race for profits. The time will 
come, of course, when this tendency 
will be reversed, as it has been in the 
automobile and radio industries, as the 
demand is satisfied and competition in- 
creases. 

Ignoring some of the smaller factors, 
the companies at present of most in- 
terest in the field of refrigeration in- 
clude General Electric, General 
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worthy of attention. The companies 
herein named fall into two broad 
groups. In one group are Servel, 
Kelvinator, Copeland Products and 
Bohn Refrigerator. These are essen- 
tially refrigerator companies and their 
prosperity is dependent, either wholly 
or in important measure, upon the 
future of the refrigeration industry. 
Even if that is bright, as it appears to 
be, it will have eventual hazards and 
difficulties and these, it is logical to be- 
lieve, probably will weigh most heavily 
on the single-base companies. 

The other group consists of such 
leaders as General Electric, General 
Motors, Westinghouse, Borg-Warner 
and Grigsby-Grunow. With each of 
these, mechanical refrigeration, how- 
ever important, is merely an added fea- 
ture of diversification. With the last 
named, the base consists only of radio 
and refrigeration. In it and in: the 
company’s erratic earnings record there 
is little to appeal to the conservative 
investor. 

Accordingly, the most likely candi- 
dates for investment and speculative 
participation in the future of refrigera- 
tion—and those appearing to offer the 
greatest margin of safety at present— 
are General Electric, General Motors, 
Westinghouse and Borg-Warner. As 
a group, these four unquestionably oc- 


methods of preparing foods 


» for preservation, either in 
storage or transportation. 
Beyond this, we have merely 


scratched the surface in harnessing the 
uses of refrigerating to human com- 
fort. For years we have manufactured 
weather to the extent of heating homes 
and business establishments in winter. 
We are just beginning to take the op- 
posite tack and manufacture the 
weather suitable to summer. In most 
of the larger motion picture theaters 
one buys not only entertainment but 
air of the proper cleanliness, humidity 
and temperature. The cost to the 
theatre is approximately 2 cents per 
seat. 


Whether it be bitter cold or in- 
tensely hot outside, the floor of the 
New York Stock Exchange enjoys the 
comfort of artificial weather at all 
times. So does the office of President 
Hoover at the White House and part 
of the Capitol Building at Washington. 
By offering the inducement of cool 
comfort in summer, some of the depart- 
ment stores, including R. H. Macy & 
Co., are attracting added patronage. A 
limited number of offices are similarly 
equipped, at a cost estimated at 1 cent 
per man-hour. 

Last May the Baltimore & Ohio 
Railroad added the innovation of an air- 
conditioned train between New York 

(Please turn to page 546) 
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DRUG, INC. 





Earnings Resist Depression 


Best Integrated Factor in Its 
Field Sets Fast Pace for Rivals 


By J. C. Crrrrorp 











PERATINGa 
business which is 
essentially a prod- 

uct of modern civiliza- 
tion, Drug, Inc., has 
been remarkably success- 
ful in catering to the 
whims, comforts and 
minor ailments of to- 
day's hothouse existence. 
The company manufac- 
tures a long list of pro- 
prietary medicines and 
other things of a similar 
character, which have 
been nationally adver- 
tised for so long that 
their use has become al- 


PRICE SCALE 


N 
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turing. The wholly 
2 owned subsidiary, Louis 
K. Liggett Co, was 
formed and proceeded to 
open retail establish- 
16 ments in both this coun- 
try and Canada; control 
of Boots Pure Drug Co., 
Ltd., of England was ac- 
quired, while the num- 
ber of stockholder-agents 
which now operate the 
Rexall stores was steadi- 
ly increased. The other 
concern taking part in 
the consolidation of 
1928 to form the present 
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Drug company was 





most an unconscious 

habit. It would be difficult to imagine 
parents in these synthetic days bring- 
ing up their children without the aid 
of something in the nature of Phillip’s 
Milk of Magnesia or even Fletcher's 
Castoria for which babies are said to 
cry instead of indulging in the howls 
of rage and disgust which, in the past, 
always accompanied the taking of a 
dose of castor oil. Again, what would 
the tired office-worker do without 
Bayer'’s Aspirin or the householder 
without the Three-in-One oil with 
which to lubricate, clean and preserve 
the many little gadgets which are said 
to make life easier for him? 

Nowadays should a man sense a cold 
he is not unlikely to turn to Vick’s 
Vapo-Rub for assistance; should he de- 
sire a tooth paste “Ipana” may well be 
his choice, while for shaving many con- 
sider Ingram’s Cream to be in- 
dispensable to the operation. Drug, 
Inc., controls the manufacture of all 
these and many other things including 
such well-known products as Sal 
Hepatica, California Syrup of Figs, 
Cascarets, Danderine and Mum, all of 
which have their much-advertised, 
more-or-less intimate functions which 
need not be detailed here. In addition, 
the company produces Diamond Dyes 
and Life Savers. The latter is a 
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popular-priced confection which can be 
obtained in various flavors. 
This long list of preparations, many of 


which are as well known abroad as they’ 


are in this country, is sufficient in itself 
to make the company responsible for 
them unique in the field. Drug, Inc., 
however, has even further claims to 
distinction, affording an excellent ex- 
ample of the advantages of horizontal 
integration, in addition to being the 
prosperous exception to the rule that 
one cannot hope successfully to whole- 
sale and retail the same goods at the 
same time. 


Expands Greatly 


It is a holding company and, while 
in its present corporate form it dates 
only from early 1928, the businesses 
which comprised the merger at this 
time had been in existence for a num- 
ber of years. The United Drug Co. 
was formed by Louis K. Liggett in 
1902 for the purpose of manufacturing 
certain of the requirements of some 40 
drug stores, the proprietors of which 
purchased stock in the company. From 
this comparatively small nucleus the 
business was steadily expanded, al- 
though the growth for the most part 
was in retailing rather than manufac- 


Sterling Products, Inc., 
which was originally founded in 1901. 
Sterling Products, was a manufac 
turing and wholesale distributing or- 
ganization pure and simple, so that 
the merger did much to round out both 
businesses and has undoubtedly acted 
to their mutual advantage. 

Since the formation of the present 
Drug, Inc., both retail and manufac- 
turing activities have been expanded, 
although the latter field has received 
decidedly the greater emphasis. At the 
present time in addition to manufac- 
turing the products already mentioned 
the company operates some 700 Lig- 
gett stores in the United States and 
Canada, possesses a 75% interest in the 
900 or so Boots stores in England, 
while some 11,000 Rexall stores afford 
a further assured outlet for its prepara- 
tions. 

The present capitalization consists of 
3,501,499 shares of no-par common 
stock. This number, however, may be 
increased at any time for it is hardly 
conceivable that the company proposes 
suddenly to forsake the policy of ex- 
pansion which was so vigorously car- 
ried out during the years 1928 to 1930. 
Drug, Inc., itself has no outstanding 
funded debt, although that of sub 
sidiaries totals slightly less than $43, 
000,000. 
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The company’s extraordinarily efh- 
cient distribution system, coupled with 
great diversification of output and the 
goodwill which attaches to its prod- 
ucts, to say nothing of the inherent 
nature of the business, has contributed 
to a stability of earning power which 
was never more marked than during 
the present depression. A comparison 
with the slump of 1920-1921 shows 
how the company has benefited ma- 
terially from the carefully planned ex- 
pansion and greater integration of its 
business. The old United Drug Co., 
which has already been shown to have 
been essentially a retailing organiza- 
tion, actually reported a deficit for 
1921, following a number of years of 
successful operation. Sterling Prod- 
ucts on the other hand was virtually 
unaffected at this time, which would 
indicate that the manufacturing side of 
the proprietary medicine business was 
less susceptible to general conditions 
than the retailing side. And yet, the 
two concerns having merged, one is sur- 
prised to discover that both businesses 
became virtually immune to the depres- 
sion through which we are now pass- 
ing. Earnings of Drug, Inc., for the 
year 1930 amounted to $6.03 a share 
on the number of shares outstanding at 
the end of the year, excluding an 
equity in the undistributed earnings of 
subsidiaries which was equal to about 
32 cents a share. This, under the cir- 
cumstances, makes a very favorable 
comparison with the $6.35 a share 
shown in 1929, even though undis- 
tributed equity earnings are estimated 
for this year to have been not less than 
§0 cents a share. For the present year 
no figures are available as the company 
issues no quarterly reports and that 
covering the first six months is not yet 
available. It is estimated, however, 
that earnings for the 
first half of 1931 will 
certainly not be less than 
the $3.01 a share re- 
ported for the corre- 
sponding period of 
1930, 

The company’s total 
gross and net income 
has, of course, increased 
very rapidly due to its 
policy of continually ac- 
quiring other concerns 
by means of an exchange 
of stock. It is then 
rather futile to make 
comparisons of these 
items, for the per share 
earnings give a much 
truer picture and show 
that the company has 
pursued its expansion on 
a profitable basis, never 
having paid absurdly 
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high prices for other properties which 
would result in dilution of the stock- 
holders’ equity. 


Favored by Constant Demand 


There is nothing complicated in the 
explanation of the earning stability of 
Drug, Inc., The nature of its products 
is such that the demand is naturally 
very constant. In addition, their great 
number makes the total demand even 
less liable to fluctuation. Furthermore, 
in the manufacturing side of the busi- 
ness a relatively small capital investment 
and working force make it possible to 
curtail operations quickly and drastical- 
ly in order to meet changed conditions 
and this can be done with the assurance 
that no such demoralization of the or- 
ganization will take place that the de- 
mand, when it again increases, cannot 
be met both quickly and efficiently. 
This is a tremendous advantage which 
can well be realized by contrasting 
Drug’s fortunate situation with that of 
a copper mine for example which, once 
shut down, requires a great deal of 
money and many months of hard work 
before operations can again be com- 
menced. Furthermore, the manufac- 
turing divisions of Drug, Inc., are aided 
by the large retail organization which 
makes it possible to adjust production 
schedules very closely to actual con- 
sumer demand. This, coupled with the 
assured outlet for many of the com- 
pany’s products make the retail or- 
ganization an indispensable adjunct of 
the business as a whole, although 1t is 
much less obviously successful than the 
manufacturing side. In fact, it was 


officially stated in 1929 that manufac- 
turing contributed some 50% of the 
gross business and afforded about 80% 
of the net profit. 


Since this time a 





Interior of One of Liggett’s New York Stores 


number of acquisitions have been made, 
those of a manufacturing character be- 
ing by far the most important, so that 
it is reasonable to suppose that manu- 
facturing now affords practically all the 
company’s profits. Of course, it might 
be supposed that those in control could 
so arrange their billing as to divert 
large profits from the manufacturing to 
the retail division, except that much of 
the company’s individually - branded 
line like Vick’s Vapo-Rub, Life Savers 
and Three-in-One oil are also sold to 
independents and such a move would 
probably bring to the fore difficul- 
ties which have so far been avoided. 
In the retail division, Drug, Inc., has 
done everything possible to minimize 
the state of keen competition which 
obviously exists at the present time. 
Soda fountains, lunch counters and 
cigar stands are to be found in most of 
the stores and these have undoubtedly 
performed valuable service in the re- 
duction of the high overhead expense, 
which appears to attend retailing 
everywhere. 

The consolidated balance sheet of 
Drug, Inc., as of the end of 1930 re- 
vealed a strong financial position. Cur- 
rent assets totaled $60,359,000 of 
which amount nearly $24,000,000 con- 
sisted of cash or government securities. 
Current liabilities amounted to only 
$12,516,000, giving a net working 
capital of nearly $48,000,000. Among 
other assets shown in the balance sheet 
were land, buildings, leaseholds, etc., 
valued at $30,795,748, after a depreci- 
ation reserve of $14,517,062; inven- 
tories valued at slightly more than 
$26,000,000; and good will and trade- 
marks at slightly more than $42,000,- 
000. It will be noticed that the 
intangible items are carried on 
the books at a greater value than 
fixed assets and at first 
sight this might appear 
to be somewhat exces- 
sive. The nature of 
Drug’s business, how- 
ever, is very similar to 
that of the cigarette 
companies where good 
will built up by years of 
expensive advertising is 
the life-blood of their 
tremendous sales and 
profits. This being the 
case and in view of the 
fact that the company is 
succeeding in earning a 
very satisfactory percen- 
tage on such a valuation 
it would appear that the 
intangibles are not in 
fact over-stated. The 
other interesting item 

(Please turn to 
page 555) 
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Monsanto Chemical 


Any company which succeeded in 
earning more during the first six 
months of the present year than was 
earned in the corresponding period of 
1930 is worthy of at least passing 
notice, but when the common stock of 
the same company can register a new 
high for the year during the week of 
the disappointing “Steel” report it be- 
comes the striking exception to the 
general rule. For the six months ended 
June 30, 1931 Monsanto Chemical 
Works earned an amount equivalent 
to $1.56 per common share as against 
$1.52 for the same period in 1930. 
The company’s business has not been 
hit unnaturally by the current gen- 
eral depression, but this was more than 
offset by internal economies and the 
excellent reception given to several 
new products which were manufac- 
tured in this country for the first time. 
Selling around $28 a share and earn- 
ing an excellent margin over regular 
dividend requirements of $1.25 the 
common stock of this company appears 
to be a not unreasonably priced specu- 
lation at the present time. 


* * * 


Chains Do Well 


A number of chain stores reporting 
for the first six months of the present 
year have shown surprisingly good re- 
sults. Kroger Grocery, for example, 
reported $1.25 a share against but 
$0.12 last year, J. C. Penney $1.46 
against $1.17, Peoples Drug Stores 
$1.37 against $1.17, while Safeway, 
now the second largest grocery chain 
in the country, is expected to show 
around $2 a share for the second quar- 
ter, which would make a very favorable 
comparison with the 60 cents reported 
for the previous three months. These 
results have, of course, been reflected 
in the market price of chain store 
stocks and many of them are selling 
currently not far from their highs for 
the year. Should they react, however, 
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For Profit 


in sympathy with the general market 
or any outside events which might 
possibly take place during the coming 
months many of them would un- 
doubtedly be attractive purchases. For 
the more conservative, First National 
Stores and Woolworth might well be 
watched while for those desiring a more 
speculative commitment there is a 
wealth of material in which might be 
included such issues as Kroger, Jewel 
Tea, and Grand Union. 


* * * 


Stability in a Common Stock 


General Foods Corp. for the second 


quarter of the present year earned an 


amount equal to 87 cents per share of 
common stock, which compares with 88 
cents for the corresponding period of 
1930. For the first six months of 1931 
and 1930 earnings equalled $1.93 and 
$2.01, respectively. The small differ- 
ence in view of the generally depressed 
conditions prevailing in almost every 
industry affords ample confirmation of 
the inherent stability of the company’s 
business and is a tribute to the manner 
in which the management has suc- 
ceeded in minimizing the effects of ad- 
versity. The Birdseye quick freezing 
process, in which General Foods holds 
a 51% interest, is a commercial cer- 
tainty and the company is rapidly 
expanding its outlets for perishables 
treated by this method. It now has 
65 of these outlets and many more are 
planned. Great things are expected of 
the Birdseye process, it having been 
pointed out only the other day that 
between 16 and 17 billion dollars 
worth of perishable foodstuffs are con- 
sumed in this country annually and 
that the present .distribution methods 
are ruinous, resulting in an annual loss 
of some $500,000,000. Any material 
reduction in this terrific wastage will 
naturally be very profitable for the 
company achieving it and General 
Foods is not unlikely to be the for- 
tunate concern. At present levels of 
$48 a share for the common stock of 


this company such a speculative attrac- 
tion virtually appears to be thrown in 
free, for the issue is selling little if 
any above the price warranted by its 
old, well-tried stable business. 


' What Is “Steel” Worth Now? 


The second quarter report of the 
U. S. Steel Corp., showing earnings 
of but 12 cents a common share of 
which only about 30% was derived 
from operations, provided quite a shock 
to the financial community despite the 
well-engineered warnings given before- 
hand. The stock declined sharply on 
the news and the question now upper- 
most in the minds of investors is to 
what extent must it fall before it be- 
comes an attractive purchase. At pres- 
ent levels the issue is undoubtedly 


-underpriced on its asset value and is 


just as surely overpriced on its present 
earning power. It also does not appear 
particularly cheap at the present time 
on what might conservatively be con- 
sidered normal earning power, because 
allowance must be made for the wide 
fluctuations inherent in the business. 
Taking into consideration these factors 
and also that there is much evidence 
to show that steel, like copper, is one 
of the last industries to turn upward 
in the business cycle, there is reason 
to believe that the common stock of 
United States Steel Corp. will have to 
decline considerably further, or at least 
that a number of months will have to 
elapse, before it can be said to be 
definitely on the bargain counter. 


* * * 


Alleghany Bonds 


A number of the many investors 
interested in the various bond issues 
of the Alleghany Corp., are undoubt- 
edly wondering why the price has de- 
clined so far below par when the 
indenture under which they were is 
sued specifically demands that the col- 
lateral behind them must have an 
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aggregate value of at least 150% of 
the par value of the debentures and 
that in the case of a deficiency it must 
be made up within 30 days. The 
reason is to be found in yet another 
provision which states that if such a 
deficiency is not made up then the 
corporation may not pay dividends on 
any class of stock. Now, while a con- 
siderable amount of additional collateral 
was deposited, it was apparently im- 
possible to carry on the process in- 
definitely so the corporation by the 
simple expedient of passing the divi- 
dend on the preferred relieved itself 
of the burden. The present situation 
from the bondholders’ standpoint is 
that the trustee will continue to hold 
all the collateral already deposited and 
will apply the income from it for the 
benefit of the bondholders until the 
security behind their holdings again be- 
comes 150% of the debentures’ par 
value. 


* * * 


The Electrical Equipments 


The second quarter of the present 
year was a better period for the elec- 
trical equipments than the first three 
months. For the June quarter West- 
inghouse reported net profit of $927,- 
000 which compares with a net loss 
but slightly under $3,000,000 for the 
preceding quarter. In the case of 
General Electric the improvement was 
not so obvious, net income being 37 
cents and 38 cents per common share, 
respectively. It was noticed, however, 
in this case, that orders received in the 
June quarter totaled about $81,000,000 
against $60,000,000 for the three 
months ended March 31. This would 
indicate either that the company arbi- 
trarily made greater charge-offs against 
its gross revenues in the later period, 
or that prices were being cut in order 
to obtain business. Making the reason- 
able assumption that both causes were 
to blame in some degree for the dis- 
crepancy between orders and profits 
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it is clear that the second period was 
really an improvement over the first. 
For the entire year 1931 it is estimated 
that General Electric can barely earn 
the dividend of $1.60 on its common 
stock, while Westinghouse will almost 
certainly fall far short of the $4 a 
share required. From this it follows 
that while the General Electric divi- 
dend may be considered safe in- 
definitely, the Westinghouse problem is 
still a very real one despite the cut 
made in comparatively recent days. In 
fact, unless fall business improves to 
an unexpectedly great extent, another 
and sharper reduction in the company’s 
rate of disbursement probably will 
take place. Nothwithstanding the 
rather obscure near-term outlook for 
all the. electrical equipments, however, 
they will undoubtedly in time again 
become one of the most profitable 
branches of industry so, that while new 
purchases cannot conservatively be 
recommended at this time, they appear 
to be among the present holdings 
which it would be foolish to sacrifice 
unless such a course is made absolutely 
necessary by outside circumstances. 


* & & 
Selling Everything 


There is a report current that Sears, 
Roebuck is to open shortly a combina- 
tion gasoline, service station and tire 
store and will probably sell its own 
brand of fuel and oil. Without quar- 
reling with this specific development, 
it is apparent that modern retailing 
becomes more complicated every day. 
The argument for dealing in everything 
from cabbages to kings appears to run 
more or less along these lines. Mail 
order houses sell tires; oil companies 
sell gasoline and oil. Then should the 
oil companies decide to sell tires, the 
mail order houses feel in duty bound 
to sell oil in order to protect the out- 
let for their tires. This can be carried 
to almost any lengths and it may well 
be that the next step of the oil com- 














panies will be to give their customers 
the advantage of ordering tires by mail 
and from this to a mail order business 
in automobile accessories and from here 
to a complete mail order business is 
not an inconceivable exaggeration. We 
already have drug stores selling almost 
everything imaginable. It sometimes 
appears that the great diversification of 
products now carried by a retailer is 
not an unmixed blessing, for how shall 
he know his wares or the market in 
which he buys them? The many 
holders of securities in retailing organ- 
izations may well question whether the 
movement is in the interest of efficiency 
and what its effect might be upon their 
own holdings. 


ae 
Two Medium Grade Bonds 


The Virginia Public Service Co. has 
outstanding two bond issues which may 
be considered attractive for those who 
desire a medium grade investment. 
They are the first and refunding 5!/4s 
series A of 1946 and the first and 
refunding 5s series B of 1950. Both 
series are listed on the New York Curb 
Exchange, the former currently selling 
around 96 and the latter around 90, 
the yield to maturity in both cases 
being slightly under 6%. Virginia 
Public Service Co. is controlled through 
a number of intermediate companies by 
the Insull interests and serves a popu- 
lation of about 250,000 in Virginia 
and West Virginia. The greater part 
of the company’s revenues is derived 
from: the sale of electricity, although 
it also provides gas and ice service in 
various localities, while additional in- 
come is derived from the sale of ap- 
pliances. Earnings for the year 1930 
were equivalent to slightly better than 
twice interest requirements on the total 
funded debt of the company. Net in- 
come has trended steadily upward since 
1927, not solely due to increased busi- 
ness, for greater internal efficiency has 
also been an important factor. 
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Personal Investment Talk No. 9 


Profiting By the Market’s 


Technical Condition 


Chart Reading Has Advan- 
tages But Is a Difficult Art 


By JouHNn 


HERE is a school of traders—variously known as 
i “Tape Readers,” “Chart Students,” or “Technicians” 

—which holds that market movements can be 
predicted from transactions reported on the tape, without 
assistance from financial reports, business statistics, or 
news. To some extent this is true, especially when stocks 
are being manipulated by strong pools; but the method calls 
for such expert knowledge that a novice should supple- 
ment his readings of the technical position with close atten- 
tion to every relevant bit of outside information. For pres- 
ent purposes we shall therefore define Chart Reading as 
an interpretation of price movements with the aid of news 
developments and the volume of transactions. Just at pres- 
ent we shall limit the discussion to individual stocks; for 
the general market usually conforms closely to movements 
in a few prominent leaders, of which U. S. Steel may be 
taken as an example. 

We find that the theory of chart reading naturally 
divides itself into three sections: an analysis of price move- 
ments, the meaning of volumes, and interpretation of 
news. 


Constructing the Chart 


Every chart addict learns sooner or later to work out a 
number of special rules for the interpretation of price 
movements irrespective of volumes and news. Many of these 
private rules are held closely guarded as trade secrets, and 
so cannot be described here; though we shall mention a 
few which are more or less common property, after out- 
lining a method of drawing the charts. 

A separate chart should be kept for each stock in which 
the trader is, or may become, interested. The number of 
charts to be kept will depend much upon the amount of 
leisure time a person has at his disposal; but there should 
always be at least one chart devoted to U. S. Steel. Charts 
should be drawn on ordinary cross-section paper, and the 
price scale at the side, and time scale at the bottom, should 
be uniform for all stocks. The time interval selected as a 
unit for the time scale may be an hour, a day, week, month, 
or year, according to the amount of detail desired and the 
size of swing which the trader wishes to follow. It may 
be found helpful to keep four regular charts of U. S. Steel 
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—showing, respectively, its daily, weekly, monthly, and 
yearly price movements. The yearly and monthly charts 
extend back to 1901, the year when that company was in- 
corporated. Price movements should be indicated by a 
vertical straight line extending between the high and low 
point for the time interval chosen as a unit, with a dot 
or hyphen between to indicate the closing price. Total 
volume of sales during the unit time interval is indicated 
by a vertical straight line drawn upward from the bottom 
of the chart. The volume scale will vary with each in- 
dividual stock and should be chosen as follows: select the 
heaviest volume of transactions during any unit interval 
of time as the highest point on your volume scale, and then 
divide this into ten equal parts. Each of these ten parts 
will be your unit of. volume. For instance: if the highest 
volume in Steel observed on any day for some time was 
500,000 shares, then one-tenth of this—namely, 50,000 
shares—would be your volume unit for a daily chart of 
—_ Two of these are illustrated in the accompanying 
chart. 

Before leaving this phase of the subject there are two 
observations to be derived from the price movement by 
itself which are illustrated on the accompanying chart: 


(1) When, after a prolonged rise, the price closes at 
least half way below the mid-point of the day’s range, a 
downward movement of considerable size may be expected. 
(Cf. Graph 1,—August 24 and September 3.) The opposite 
indication is shown on Graph 1—August 29. 

(2) A sharp decline, following a sharp rise will usually 
be followed next day by a good recovery (Graph 2—June 
9 and 10), and vice versa. 


The News As a Guide 


The technical strength or weakness of the market's in- 
ternal structure may be gauged by its response to external 
influences. These fall under the general headings of news, 
credit conditions, and the psychological effect of price 
movements in related stocks and in the general price level. 
For simplicity, we shall include all three of these external 
influences under the single caption, “News.” 

When analyzing the news one should consider whether 
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it is discountable or undiscountable; definite or indefinite; 
good, bad, or indifferent. Undiscountable news is news 
which the insiders could not have prepared for knowingly, 
and so falls ordinarily under the category of accidents— 
such as court decisions, deaths of prominent persons, and 
what are legally known as, “Acts of God.” The market 
almost never stages a move of any considerable magnitude 
in response to undiscountable news until insiders have had 
time to adjust their position to the new outlook. If dis- 
countable news is definite in character, its influence upon 
prices usually lasts for only a few days; but, if indefinite, 
prices will run nervously up and down until the uncer- 
tainty is definitely cleared up. 

The following observations as to the effect of good and 
bad news are of incalculable value: 


(1) A market which merely becomes dull, but does not 
decline much, on bad news is in strong internal condition 
and will probably develop an extensive upward swing. 
When prices rise quickly on bad news it indicates an over- 
extended and uneasy short interest, along with a strong 
internal condition. After the more timid bears have cov- 
ered there will probably be a slow, sagging reaction, with 
diminishing volume—though not to former lows—followed 
by advancing prices on larger volume. 

(2) A market that will not go up on good news is in 
a fundamentally weak condi- 


ruf-ups, this means that we usually find strong buying 
(i. e., inside and pool buying) on dips and unfavorable 
news, and “good” selling on bulges and good news. 

And so, while the pool is accumulating its line, prices 
on the chart will be confined within a comparatively nar- 
row trading zone, with volumes growing less and less on each 
successive dip. Finally there may come a small dip on bad 
news, with unusually small volume and the low above a 
previous low price in that zone. This would indicate that 
the public’s holdings had nearly all been sold to insiders— 
otherwise, the bad news would have caused an outpouring 
of stock and produced a larger decline in prices. 

Inside distribution is usually indicated by exactly the 
reverse behavior, and volumes grow smaller on each suc- 
cessive rally. Unlike accumulation, however, the stock may 
make new tops as the volume dwindles, especially if no 
conspicuously unfavorable news comes out during the 
process of distribution. 


Of course the clinching proof of either distribution or 
accumulation is a reverse movement on increased volume. 
This term, “Reverse Movement,” should be noted carefully, 
for there are occasions when the final top of a distributive 
movement, or the final drive of an accumulative period, 
may be accompanied by an increased volume, and this de- 
ceives many people into believing that the old trend is about 
to be resumed. Resting zones have to be distinguished 

very carefully from zones of 








tion. Should prices break on 
good news, and not snap back 
quickly, the prognosis would 
be even more grave; for this 
would indicate that inside dis- 
tribution had reached an ad- 
vanced stage and that the 
market was vulnerable. 


Both of the foregoing ob- 
servations may be summed up 
in the one general rule that 
any extensive price movement 
(up or down) which has taken 
place under the stimulus of a 
rumored or anticipated devel- 
opment will experience a re- 
versal of greater or less magni- 
tude when the news is defi- 
nitely announced. Ordinarily, 
however, such a reaction or 
rally will not retrace more 
than a third to two-thirds of 
the main swing, and will prove 
to be short-lived. It is never 
safe, though, to draw conlu- 
sions from such technical re- 
actions and rallies without 
studying the accompanying vol- 
ume of transactions. 

In reading what follows it 
will help to understand the 
principles involved if constant 
reference is made to the ac- 
companying graphs. 

ince a pool usually swings 
a large line of stock it must 
uy when offerings are large 
and sell when the outside de- 
mand is broad and insistent. 
Recalling that the public sells 
on dips and bad news and 
luys on good news and sharp 
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accumulation or distribution. 
Sufficient practice at chart 
reading will enable an expert 
to make this distinction cor- 
rectly; but it is not always 
easy, and for this reason many 
traders prefer to withhold new 
commitments until the price 
breaks through into new 
ground. Even this precaution, 
however, does not always save 
one from errors in judgment. 
It should help a good deal to 
remember that inside accumu- 
lation seldom takes place after 
a sharp rise in prices, and that 
distribution seldom goes on 
near the bottom of a long de- 
cline. Occasionally, however, 
when the movement is unusu- 
ally prolonged, one pool may 
accumulate stock which an- 
other distributes. This was a 
rather frequent occurrence 
during the great bull market 
of 1928 and 1929, and it 
sometimes deceived even vet- 
eran chart readers. 

The foregoing principles are 
well illustrated in the accom- 
panying chart. In Graph (1) 
is depicted the culmination of 
the greatest bull market in his- 
tory, while in Graph (2) we 
present a record of what may 
prove to have been the bot- 
tom of the greatest bear mar- 
ket in history. 

The writer does not happen to 
recall the precise nature of news 
announcements which accom- 
panied the trading shown in 
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Can Dividends Be Rescinded? 


Answering Some Questions as to 
Sound and Proper Corporate Policy 


Editor, Readers’ Forum: 


I read with surprise a recent announce- 
ment that the directors of a certain com- 
pany, after voting four quarterly stock divi- 
dends early in the year and distributing the 
first one when due, had rescinded the re- 
maining three. This announcement was 
accompanied by sharp decline in the com- 
pany’s stock. That dividends can ap- 
parently be declared but not paid seems to 
me wholly unjustifiable and improper, en- 
couraging unsound dividend policy and 
opening an obvious door to possible stock 
manipulation. Should not this sort of 
thing be illegal? 

Sincerely yours, T. R. K. 


Your criticism is correct in the ab- 
stract but requires certain important 
qualifications. It would be unthinkable 
for the directors of a corporation to 
have the legal right to play fast and 
loose with dividends and the possession 
of such a right undoubtedly would lead 
to speculative abuses in many instances. 
It is for this very reason, however, that 
there are laws upon the subject. 
Whether payable in cash or in stock, 
the law holds that dividends, once de- 
clared, become the property of the 
stockholders—provided such dividends 
have been legally declared and are law- 
fully payable. It is undoubtedly this 
provision which enabled the company 
you refer to to rescind its dividend ac- 
tion legally. Instances of this kind are 
so rare that we encounter no difficulty 
in identifying the company. If you 
will investigate you will find that it 
also omitted the dividend due July 1 on 
its cumulative preferred stock and that 
dividends on the common stock, either 
in cash or stock, can no longer be paid 
legally until arrears on the preferred 
have been made up. In addition, the 
balance sheet may reveal that omission 
of dividends was dictated by the neces- 
sity of conserving cash. As a general 
rule, the declaration of dividends for 
a year in advance is bad corporate 
policy because it involves inevitable 
hazards. It is often impossible to fore- 
see the trend of earnings that far 
ahead. Even where such an advance 
declaration can be paid legally, the dis- 
tribution obviously might be deter- 
mined by a desire to fulfill a promise, 
however unwisely made, rather than by 
the actual condition and prospect of 
the company. The ultimate interest of 
stockholders is best served by a policy 
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of adjusting dividends with reasonable 
promptness to existing circumstances. 





Why Stay in Business? 


Editor, Readers’ Forum: 


One of the difficulties of our present situ- 
ation, which is one of overproduction and 
excessive capacity to produce, is that so 
many marginal producers appear de. 
termined to stick in the game until the last 
dollar of resources is gone. The thought 
occurs to me upon reading that the 
Ahumada Lead Company has decided to 
suspend operations and go out of business. 
This action was taken only after consider- 
able money had been spent in an effort to 
open up “additional unexplored areas,’ ac- 
cording to the statement of the president, 
and only when, according to the same 
authority, the finances of the company were 
“practically exhausted.” In a situation 
like this stockholders would have been 
better off if the management had seen the 
handwriting on the wall and suspended 
before resources were “practically ex- 


hausted. 
Yours truly, D. L. 


There is undoubtedly some merit in 
your criticism but it overlooks the fact 
that where economic logic and human 
nature conflict it is usually economic 
logic that loses. There is a consider- 
able number of unprofitable companies 
which are kept going only by the un- 
derstandable desire of the officers to go 
on drawing salaries, whether or not 
there are profits out of which such re- 
muneration can come. Year after year 
the managements of such companies 
put out pathetically hopeful statements, 
grasping at straws and attempting to 
give disappointed shareholders some 
crumb of encouragement. Quite aside 
from selfish interests, no corporate ex- 
ecutive likes to confess failure. He 
is like the investor who refuses to take 
a loss, letting it mount up rather than 
confess to himself that his judgment 
has been wrong. Besides, it is almost 
always possible to find a straw at which 
to grasp. Who knows what the future 
will hold? Many companies on the 
brink of bankruptcy have staged a 
comeback. In the case of Ahumada 
Lead it is only fair to say that original 
stockholders have no very great cause 
for complaint. Approximately half of 
the stock was issued for properties and 
the rest was issued at par of $1 per 


share. During its career Ahumada 
Lead returned substantially more than 
$1 a share in dividends and during the 
greater part of that career the stock 
could have been sold for anywhere 
from two to twelve times the original 
cost. 


What of Concealed Losses? 


Editor, Readers’ Forum: 

During the late lamented bull market it 
seemed an easy trick to explain almost any 
fantastic stock quotation on the basis of 
“concealed earnings.” Not a few people 
bought these “concealed earnings” and are 
now wondering what happened to them. 
No doubt the practice was given exag- 
gerated emphasis in the balmy days when 
speculators made the most of every rumor. 
From some of the recent corporate reports 
one is led to wonder whether accounting 
practice does not now lean toward con- 
cealed losses! Certainly in the existing 
situation some companies must face the 
temptation to issue reports which are not 
quite frank, to say the least. What is your 
opinion as to the general effect of the de- 
—_ upon this phase of corporate pol- 
tc. 

é Sincerely yours, W. K. G. 

The issuance by corporations of 
periodic earnings statements and bal- 
ance sheets which frankly and fully 
give the shareholder all of the informa- 
tion he can reasonably desire has been 
a matter of slow evolution. Although 
a great deal has been accomplished in 
this direction in recent years, much 
still remains to be done. Human na- 
ture being what it is, one management 
will deal more honestly with its stock- 
holders than another. Many of the 
leading companies, notably United 
States Steel, have set a high standard 
in this regard. With certain other 
companies the trend. toward higher 
standards has not been voluntary. The 
New York Stock Exchange has been 
working on the problem for years, 
tightening up its listing requirements 
and otherwise applying pressure to in- 
duce companies to make available at 
regular intervals, and in the proper 
form, the information regarding earn- 
ings and financial position to which 
stockholders are entitled. The institu- 
tion’s efforts along this line have been 
intensified in recent months, due to the 
fact that some companies have regarded 
depressed earnings as excuse for delay- 
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ing issuance of reports or for issuing 
misleading reports. Under the urging 
of the Exchange, accounting practices 
have gradually become more uniform 
and the majority of companies willing- 
ly subscribe to the view of the Ex- 
change that corporate reports should 
be attested by independent auditors. In 
a few recent instances earnings reports 
are said to have been “padded” in one 
way or another. One practice com- 
plained of is the lumping of extraordi- 
nary or non-recurring income with 
regular income in a manner likely to 
mislead the stockholders as to true 
earning power. Against such practices 
the Exchange has issued a specific 
warning. Statements which do not 
meet with its requirements will be 
brought to the attention of the issuing 
management for correction. The ulti- 
mate possible penalty is removal of the 
stock from the list. Before taking such 
drastic action, however, the Exchange 
would make the matter public, thus 
giving shareholders an opportunity to 
bring pressure to bear upon the man- 
agement or to change it. It can be 
taken for granted that in attempting 
to evade the rules of the Exchange few 
managements will be willing to let 
matters go so far. This, of course, is 
only one part of the picture, for hun- 
dreds of stocks are listed upon ex- 
changes whose requirements are less 
rigid than those of the Big Board and 
other hundreds are unlisted. Thou- 
sands of shareholders, therefore, can 
only depend upon the good intentions 
of their managements. While an im- 
portant loss of earning power cannot 
be indefinitely concealed, the unfor- 
tunate thing is that in some extreme 
cases the damage is done before stock- 
holders know anything about it. 





Floor Trading for the Public 


Editor, Readers’ Forum: 


I have been particularly interested in re- 
cent discussion of various phases of stock 
market practice appearing in the Readers’ 
Forum. Now here is a new wrinkle—at 
least new to me—offered in an advertise- 
ment appearing in a reputable newspaper. 
It is proposed to establish a firm, funds for 
which are solicited, for direct cash trading 
on the floor of the Stock Exchange, thus 
eliminating commissions. As I see it, this 
amounts to employing your own floor 
trader and placing a discretionary account 
under his absolute control. In principle, 
this is not much different from letting an 
investment trust handle one’s money for 
many of these are essentially blind pools. 
What do you think about it? 

Very truly yours, R. W. S. 


It is to be doubted that any such plan 
could ever obtain the sanction of the 
New York Stock Exchange, whose sole 
purpose is to provide a free and open 
market for all buyers and sellers of 
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securities and which has no desire to 
put itself in the position of encourag- 
ing hazardous speculation by small 
traders. Investment trusts do not go 
in for hour-to-hour trading, which is 
hazardous in extreme degree. The suc- 
cess of the scheme you mention would 
depend entirely on the speculative 
abilities of the floor trader who directed 
it. The personal requirements of the 
successful floor trader are rigid and nu- 
merous. One who possesses them, as 
well as the capital with which to pur- 
chase an Exchange membership and 
additional capital with which to oper- 
ate, would seem to be in no need to 
work for others. Some commission 
brokers are in the habit of handling 
discretionary accounts but the policy 
is accompanied by many disadvantages. 
Advice is worth while but the specu- 
lator will usually do best to make his 
own decisions and frankly accept the 
responsibility for them, having only 
himself to blame in the very probable 
event of loss. 





How Leverage Works 


Editor, Readers’ Forum: 

In going over an analysis of the position 
and prospects of a certain common stock 
not long ago I noted the assertion that this 
security possessed the quality of “leverage,” 
the contention being that this circumstance 
would prove of decided advantage to the 
investor in the next period of advancing 
prices in the stock market. If that ts the 
case I would like to know just how the 
process works. Also, what happens to tt in 
a declining market? 

Very truly yours. D. A. J. 

The quality of leverage is very easily 
understood, even though the term is 
not subject to explanation in a few sim- 
ple words. Leverage is present, for ex: 
ample, in a common stock before whicl. 
senior securities have a prior claim 
upon assets and earnings. It therefore 
is a quality of many stocks. The fur- 
ther the common stock equity lies away 
from the underlying property, the 
greater is the range of leverage, both 
up and down. This accounts for the 
wide fluctuations of some of the pub- 
lic utility holding company stocks, the 
balance of earnings applicable to the 
common stock being dependent always 
upon the prior rights of bonds and pre- 
ferred stocks, including those of sub- 
sidiary companies. To cite an easy ex- 
ample, suppose that a given corpora- 
tion’s capitalization consists of a bond 
issue, an issue of preferred stock and 
an issue of common stock. It requires, 
let us say, $1,000,000 annually to meet 
bond interest and preferred dividends. 
If the company earns merely this 
amount there is no profit available for 
the common stock. If it earns $2,000,- 
000, there is $1,000,000 for the com- 

(Please turn to page 554) 
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What is to Follow Seasonal Dullness? 
T'= automobile industry has 


settled down to its usual sum- 

mer sleep and there are indica- 
tions that. this year’s slumbers are to 
be somewhat deeper than usual. Of- 
ficial production for June totaled 
249,462 units, thereby bringing output 
for the first half of the year to 1,568,- 
478 vehicles which compares with 
slightly less than 2,200,000 for the 
corresponding period of 1930. For 
July production is estimated to have 
been some 210,000 units and it is 
thought that the present month will 
also come close to this figure. Guesses, 
however, at this time are hazardous for 
production is highly irregular due to 
the shut-downs which take place dur- 
ing these two months. In regard to 
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COMMODITIES * 
(See footnote for Grades and Units of 
Measure) 
-———_1931—__, 
High Low Last* 
Besa: (8). ..000s $0,02% $0.02% $0.02% 
_™ rer 0.01% 0.015% 0.01% 
Pig Iron (3).... 17.00 15.50 16.75 
Copper (4) ..... 0.10% 0.07% 0.07% 
Lead (5) ...... 0.05% 0.033, 0.04% 
Petroleum (6) 0.81 0.14 0.34 
8, 1.60 1.40 1.45 
Ootton (8) ..... 0.11% 0.06 0.08 
Wheat (9) ..... 79 0.39% 0.43 
Corn (10) ...... 0.68% 0.51% 0.60 
SS as 00 138.00 20.00 
Steers (12) 7.00 11,00 14,00 
Coffee (13) 0.10 0.08% 0.08% 
Rubber (14) .... 0.085% 0.056% 0.05% 
Wool (15) ..... 0.72 0.60 0.62% 
(16) ..05- 0.08% 0.08% 0.08% 
Paper (17) ..... 00 57.00 57.00 
Lumber (18) ... 17.67 14.20 16.25 


* August 8, 1931. 

(1) Sheets, Pittsburgh, cents per Ib. (2) 
Bars, Pittsburgh, cents per lb. (3) Basic 
Valley, $ per ton. (4) Electrolytic, cents 
per lb. (6) Pig (N. ¥.) co per Ib. (6) 
Kan., Okla., 32-32.9 deg. $ per bbl. (7) 
Pitts., steam mine run, $ per ton. (8) 
Middling (valv.) cents per Ib. (9) No, 8, 
Hard, Winter (Kan. City) $ per bu. (10) 
No. 8, Yellow (Chic.), $ per bu. (11) 
Fresh loins, 10-12 Ib. (N. ¥.) $ per 100 Ib. 
(12) 550-700 Ib. (N. Y¥.) $ per Ib. (18) 
Santos, No. 4 (N. Y.) 2. per Ib. (14) 
Smoked Sheets (N. Y.), cents per Ib. (15) 
Fine staple, clean (Boston), cents per Ib. 
(16) Cuban raw 96 deg. deliv. (N. Y.), 
cents per Ib. (17) News Rolls (N. Y.), 
$s <a (18) Yellow pine boards, f. o. b. 
per 
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THE TREND IN MAJOR INDUSTRIES 


STEEL—Ingot production for the country as a whole has registered a 
rather curious and unseasonal gain over the past week. Operations 
are now at the rate of about 32% against 30% a few days ago. It is 
doubtful, however, whether the increased activity can be main- 
tained during the immediate future, for many automobile companies 
have announced shut-downs or drastically revised their production 
schedules downward, while the news from the tin plate manufac- 
turers is also disappointing. In fact, despite the somewhat better 
prices now prevailing, the outlook for the industry continues ob- 
scure with only the most optimistic predicting more than a very 
moderate upturn in the fall. 


PETROLEUM—The East Texas field continues to cause much of the 
surface trouble in the industry. Here, production steadily achieves 
new high records, whereas the rest of the country has been more 
or less successful in its efforts toward curtailment. At the present 
time, the industry’s immediate attention is taken with the situation 
in Oklahoma, where the governor has stated that unless dollar oil 
arrives very shortly he will close every flush field in the State. 
Such an action, it is thought, would result in considerable psy- 
chological improvement. 


COPPER—The price of copper is again in the depths with one custom 
smelter quoting 75% cents a pound, a new low record. Primary 
producers still quote 8 cents a pound and the official export price 
remains 8.25 cents c.if. principal-European ports, but it is doubt- 
ful, in view of the latest development, if these quotations can be 
maintained. 


RAILROADS—The carriers continue to feel the general depression in 
no uncertain manner. There is, of course, their petition for a 
blanket increase of 15% in freight rates, but this will not be definitely 
settled for some time. In the meantime every effort is being made 
to effect economies and a number of roads have announced salary 
reductions. Basic wage rates, however, are still being: maintained 
both in deference to the Administration in Washington and also 
because any change would be bitterly resisted by the unions. Despite 
this, it cannot be said, in view of the vicious assaults being made 
upon them, that the future of wages is other than problementical. 


. CHEMICALS—The demand for heavy chemicals is much as might be 
expected at this time. Certain seasonal products are doing fairly 
well, but buyers in all cases are limiting their orders to actual re- 
quirements. The fall, of course, will register some improvement, 
for not only is general business activity likely to increase but it 
is the time when certain goods are contracted for in quantities. It 
is felt, however, that the large stocks in many lines preclude the 
possibility of phenomenal betterment. 


TEXTILES—The feature of the textile markets in general over the last 
few days has been the ease in prices. Cotton, silk and wool have all 
moved lower and, partly due to this and partly due to sympathy 
with the stock market reaction and disappointing general conditions, 
the old fears have broken out afresh. The industry has also had 
a number of strikes to contend with and it is thought that even 


further labor troubles are in prospect. 
Oa ee oe 
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Business Indexes Common Stock Price Index 
1930 Indexes 1981 Indexes 
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Answers to Inquiries 








Our Personal Service Department is prepared to offer advice on any security in which you may be 
interested or on the standing and reliability of your broker. This service in conjunction with your sub- 
scription should represent thousands of dollars in value to you. It is subject only to the following conditions: 


1. Be brief. 


2. Confine your requests to three securities only. 
3. Write name and address plainly. 
Special rates upon request to those requiring additional service. 








— 


BANGOR & AROOSTOOK R. R. 


In 1921 on the advice of a broker I 
bought 100 shares of Bangor & Aroostook 
at 85. It seems that everything I read is 
favorable and yet the stock does not seem 
to advance very much. Just lately I read 
where earnings are excellent and the potato 
crop to be moved is extremely big, but even 
on this news the stock does not advance. 
What is the trouble? Would you advise 
me to sell?—H. P. E., Arlington, Mass. 


Bangor & Aroostook R. R. Co., com- 
monly referred to as “The Potato Rail- 
road,” operates 600 miles of track, 260 
miles of which, extending from Sears- 
port to Van Buren, Me., constitutes 
the main line. Although potatoes rank 
as the road's largest single revenue pro- 
ducer, substantial earnings are also de- 
rived from pulpwood, manufactured 
goods, miscellaneous commodities and 
bituminous coal. Some falling off in 
traffic volume has been witnessed dur- 
ing the current year, but operating re- 
sults of the road for the first five 
months of 1931 certainly should be re- 
garded as gratifying to stockholders of 
the company, when consideration is 
given to the general run of earnings 
reported by Class 1 railroads as a 
whole. Moreover, with the exception 
of 1930, net income for the first five 
months of 1931 exceeded that of the 
corresponding periods during the past 
four years. Per share results amounted 
to $5.84 on 141,792 shares outstanding, 
as compared with $8.50 last year, 
$5.34 in the preceding year, and $5.14 
in the similar period of 1928. Weather 
conditions thus far have been favorable 
for the new potato crop, and in view 
of the greater acreage planted this year, 
present indications point to compara- 
tively satisfactory operations of the 
road for the balance of the year. Full 


1931 results should exceed twice the 
common dividend rate of $3.50 a share, 
which compares with net income of 
$9.26 a share reported for the calendar 
year of 1930. The road occupies a 
strategic position from a consolidation 
standpoint, and in view of the sus- 
tained earnings, we see no reason for 
disturbing your present holdings. 


AMERICAN TOBACCO CO. 


I have a nice profit on 300 shares of 
American Tobacco “B.” Would you ad- 
vise me to take my profit now or do you 
think the company will continue its present 
growth? How has the increased price of 
cigarettes affected sales and earnings? — 
S. C. L., Elizabeth, N. J. 


American Tobacco Co., the leading 
enterprise in the tobacco industry, was 
organized in 1911, as a result of an 
order of the Supreme Court of the 
United States, calling for the dissolu- 
tion of the older company, which was 
incorporated in New Jersey in 1904 
as the successor to W. Duke Sons & 
Co., the dominating factor in the to- 
bacco industry in the latter part of the 
Nineteenth Century. Although the 
highly popular “Lucky Strike” ciga- 
rette is the largest revenue producer 
for the company, its products also in- 
clude “Sweet Caporal,” “Pall Mall,” 
and “Lord Salisbury” cigarettes and 
“Bull Durham,” “Half - and - Half,” 
“Tuxedo” and “Blue Boar,” smoking 
tobacco. American Tobacco’s interest 
in the cigar industry is indirect, the 
company owning controlling stock in- 
terests in the American Cigar Co., one 
of the leading units in that field. In 
reflection of the company’s liberal ad- 
vertising appropriations, net income for 


1930 registered an increase of 43% 
over that of the preceding year, thus 
continuing the upward trend of earn- 
ings in evidence since 1915. Per share 
results on the 4,687,054 combined com- 
mon and common B shares outstanding 
amounted to $8.56 as compared with 
$5.76 for 1929. In view of increased 
advertising appropriations for the cur- 
rent year, and recent advance in ciga- 
rette prices, full 1931 earnings might 
reasonably be expected to exceed those 
reported last year. Under the circum- 
stances, we see no reason for disturb- 
ing your holdings, believing that a sale 
at the present time would be in the 
nature of an unwarranted sacrifice. 


COLGATE-PALMOLIVE-PEET Co. 
Last year I purchased 200 shares of Col- 


gate-Palmolive-Peet at an average price of 

Do you think it will come back or 
would you advise me to sell now and take 
my loss?’ What is the real outlook for 
this steck?—J. F. E., Easton, Pa. 


Colgate-Palmolive-Peet Co., com- 
posed of companies all of which had 
successful past records, is engaged not 
only in an essential industry, but it is 
a leader in the field. The company 
was formed as the result of a merger 
of a number of old established manu- 
facturers of soaps, washing powders, 
dental and shaving creams, toilet prepa- 
rations and perfumes. The report of 
the company for the first half of the 
current year showed an increase in 
earnings over the first six months of 
1930. The earnings for the half year 
were equivalent to $1.69 per common 
share, against $1.66 a share in the in- 
itial six months of 1930. This gain in 
profits during a period when the buy- 
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ing power of the public has been re- 
duced augurs well for the future of 
the company. An impressive financial 
condition is maintained and the regular 
$2.50 yearly dividend likely will be 
covered by a sizable margin in the cur- 
rent year. The company is aggressive 
in its sales policy and is expanding 
rapidly in foreign countries. With de- 
mand for its principal products rela- 
tively stable, the outlook for the com- 
pany for the longer term appears 
wholly constructive, and we see no rea- 
son for sacrificing your shares at this 
time. 


FIRST NATIONAL STORES, INC. 
With food prices steadily declining ts it 
reasonable to suppose that a chain like First 
National Stores can maintain profits? 
am holding 125 shares purchased at 48. 
Would you advise me to continue to hold? 
Is the dividend well secured?—M. S. D., 
Orlando, Fla. 


First National Stores, Inc., one of 
the leading chain store units, operating 
chiefly in New England, has followed a 
conservative policy of expansion in the 
past few years. Approximately 2,580 
units now are operated, of which more 
than 215 are meat stores. A recent 
acquisition was the Economy Stores, 
Inc., chain, which added 18 stores to 
the First National system. The report 
of the company for the fiscal year 
ended March 28, 1931, showed a net 
profit equivalent to $5.06 a share, as 
compared with $5.34 a share a year 
earlier. Operating returns for the year 
showed a slight gain, even after inven- 
tory adjustments of approximately 
$1.05 a share, but net income fell off 
about 4% after allowance for a loss on 
sale of capital assets. The outlook for 
the current year is promising as econo- 
mies of operation and curtailment of 
further inventory loss should allow 
slightly better profits. First National 
Stores, Inc., remains in a strong finan- 
cial position and the inventory outlook 
is more promising at this time with 
commodity prices at extreme low levels. 
The regular annual dividend of $2.50 
a share is well covered by earnings and 
appears secure. We counsel further 
retention of your equity in First 
National Stores, Inc. 


BEST & CO., INC. 


With Best & Co. selling at less than ten 
times earnings and yielding over 5% it 
Seems to me that it should be in a position 
to advance substantially between now and 
the end of the year, because of the big holi- 

y business ahead. Would you advise me 
to buy at current levels?—N. K. P. 
Wichita, Falls, Tex. 


Best & Co., Inc., occupies a leading 
position in the New York City retail 
merchandising field, specializing in 
men’s, women’s and children’s apparel 
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of the highest grade. In the fiscal year 
ended January 31, 1931, earnings de- 
clined for the first time in eight years, 
due to inventory adjustments. Per 
share results for the latest period were 
$4.15 as against $4.20 a year earlier. 
However, sales continued to show an 
upward trend last year, and it is re- 
ported that sales in the current year 
are showing a slight increase over those 
of a year earlier. The company’s main 


store is located on Fifth Avenue, New : 


York City, while suburban units are 
located in East Orange, N. J., Garden 
City, L. I., and Mamaroneck, N. Y. In 
addition, stores are operated in South- 
ampton, L. I., Asbury Park and At- 
lantic City, N. J., and Miami and Palm 
Beach, Fla., during the vacation sea- 
sons. The results from these stores 
have been highly satisfactory and fur- 
ther expansion along these lines is 
looked for. The stock of Best & Co., 
Inc., is selling at attractive levels in 
relation to demonstrated earning power 
and operations during the current fiscal 
year may exceed results for 1930-1931. 
We would approve a commitment for 
longer term retention provided you buy 
during a period of market weakness. 


BEATRICE CREAMERY CoO. 


In view of the extension of territory in 
which Beatrice Creamery is operating and 
their good showing during the depression 
would you sanction moderate new commit- 
ments at current levels? Do you think 
that the growth of co-operative societies 
among the farmers offers a threat to future 
— and profits?—M. G. H., Dearborn, 

1¢. ° 


Operations of the Beatrice Creamery 
Co. have been widely expanded in re- 
cent years, and the company now 
ranks as the third largest enterprise in 
the dairy products field. The activities 
of the enterprise are chiefly centered in 
the Middle West, but recent acquisition 
of the Carry Ice Cream Co. of the 
District of Columbia, and the Mary- 
land Creamery Co. of Baltimore, Md., 
have extended its operations to the east 
coast. The products of the company 
are well diversified, which tends to sta- 
bilize earnings. Products include ice 
cream, milk, butter, cheese and eggs. 
The decline in retail prices for its prod- 
ucts has been offset to a great extent by 
operating economies and lower costs 
and earnings for the past fiscal year 
showed an increase over those for the 
fiscal year which ended February 28, 
1930. In the year which ended Febru- 
ary 28, 1931, the company earned 
$3,354,025 or $7.12 a share, against 
$2,489,353 or $7.31 a share a year 
earlier. The decline in per share earn- 
ings was due to an increase in capitali- 
zation last year. It is not likely that 
growth of farmers’ cosperative socie- 
ties offers any threats to future progress 


of the enterprise. Commitments might 
be made during a period of market 
weakness provided you are willing to 
hold, ignoring day to day market fluc- 
tuations: 


KROGER GROCERY & BAKING 
Co. 


A friend of mine in the investment busi- 
ness ‘has advised me to buy Kroger. He 
states that he believes with the proven suc- 
cess of their new master stores, this stock 
could easily jump 25 to 30 points. Because 
of the decreased profits and falling retail 
prices I do not care to act until I get your 
opinion. What do you advisef—T. G. M., 
Waterloo, Iowa. 


The efficiency of the new manage- 
ment of the Kroger Grocery & Baking 
Co. is clearly indicated in the report of 
the company for the 24 weeks which 
ended June 24, 1931. Despite a de- 
cline of 3.4% in dollar sales and a drop 
of more than 15% in retail prices, earn- 
ings for the latest 24 weeks were 
equivalent to $1.24 a share, as com- 
pared with a profit of but 12 cents a 
share in the corresponding period of 
1930. The company now operates in 
the neighborhood of 5,000 stores of 
various types. A number of unprofit- 
able units have been closed by the new 
management and new stores have been 
opened where profitable territories 
were located. The new master store 
which was opened in downtown Cin- 
cinnati has proved successful and simi- 
lar stores are being considered in other 
large cities. The master store carries 
about 1,600 items, whereas approxi- 
mately 800 items are carried in the 
average Kroger unit. The company’s 
financial position at the close of June, 
1931, showed improvement and regu- 
lar $1 annual dividend is well secured. 
Profits in the neighborhood of $2.60 a 
share are looked for in the full year 
1930. We regard Kroger Grocery & 
Baking as a desirable speculative medi- 
um, and believe that a commitment 
made on any market reaction will 
prove profitable over a period of a year 
or more. 


GENERAL MILLS, INC. 


What is the reason for General Mills sell- 
ing so close to its 1931 low? As this com- 
pany yields over 8% at recent prices, I 
had planned to buy 150 shares but if the 
present uncertain outlook for wheat is 
likely to have any serious effect on the 
company’s earnings I of course would not 
care to do it. Will you give me your 
judgment?—L. K. F., Peekskill, N. Y. 


General Mills, Inc., the leading fac- 
tor in the flour milling industry, controls 
21 flour mills, having a daily capacity 
of 85,650 barrels of flour and has stor- 
age facilities for more than 11,000,000 
bushels of grain. Its products, which 

(Please turn to page 546) 
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Odd Lots 


You can purchase as many 
shares as your available funds 
permit. That’s one of the 
many advantages of buying 
Odd Lots. 


In buying Odd Lots you can 
make many desirable purchases 
which you would be forced to 
forego if unable to buy a full 
100 share lot. 


Send for our interesting booklet 
“Qdd Lot Trading’ 
Ask for M.W. 486 


100 Share Lots 


John Muir&@ 
Members 
New York Stock Exchange 
39 Broadway New York 


Branch Offices 
11 W. 42d St. 41 E. 42d St. 




















THE BACHE REVIEW 


Facts and Opinions Condensed 


Readers of the Review are in- 
vited to avail themselves of 
our facilities for information 
and advice on stocks and 
bonds, and their inquiries will 
receive our careful attention, 
without obligation to the cor- 
respondent. In writing please 
mention The Bache Review. 


Sent for three months, without charge 


J.§. BACHE & Co. 
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Leaflet explaining Margin 
requirements sent on request. 
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New York Stock Exchange 
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67 Exchange Place, New York 
Telephone HAnover 2-6220 
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Take Profits Awaiting the 
Definite Upturn 


peer ITS of more than 25% on the required capital would have 
been available to you through a Trading program conducted 
under the definite and continuous counsel of THE INVESTMENT 
AND BusINESS Forecast of The Magazine of Wall Street during 


the past six months. 


This record indicates how we would help you recover losses, con- 
serve and increase your principal awaiting the definite upturn— 
regardless of intermediate market movements. 


Attractive Opportunities Are Developing 


You should subscribe to the ForEcAsT immediately be- 
cause this is the time to put your investment house in 
order. Then, when the sustained upturn really starts, 
you will be able to take full advantage of the many 
attractive opportunities for establishing yourself on a 
sound and profitable investment basis. 


The Forecast provides the type of service you want 
and now is the time to take advantage of it. Back in 
1929, when $1,500 was a mere “drop in the bucket,” 
you were probably in the market actively. Now, when 
this amount of capital can represent the foundation 
for sizable profits, you should have your money bring 
you intensive returns—at a time when you can do so 
with a minimum of risk. 


You will have the assurance of knowing as one of our 
subscribers that we shall guard you from taking an 
extensive long position on the incipient rallies before 
the actual recovery starts, and even then from making 
purchases blindly on the assumption that the whole 
market will be a buy. In preparation for the advance 
our staff has been analyzing the technical and funda- 
mental background of every active security so that: 
our recommendations will include only those that 
offer the greatest possibilities for steady price appre- 
ciation. 

To make sure of receiving these advices at the very 
beginning of the movement we urge that you send us 
your subscription today. 


Place your subscription NOW and we will: 


(a) telegraph or cable you our current Trading Advices and thereafter as new recommendations are made. 
You will be advised when to close out or cover all commitments. 


telegraph or cable you the current advices of either our Bargain Indicator or Unusual Opportunities 
or both and thereafter as these recommendations are decided upon. Definite closing out advices are 
also given. These departments are chiefly for semi-investment. 


mail you the regular and all special issues of The Investment and Business Forecast which contain 
all of our recommendations—Trading, Bargain indicator and unusual Opportunities; Bonds and 
Preferred Stocks. There are also departments containing Graphs, reviews on the Technical 
Position of the Stock Market, Business Outlook, Trade Tendencies, etc. 


send all telegrams or cables in private code after our code book, mailed on receipt of your subscrip- 
tion, has had time to reach you. (Straight English will be used in the meantime.) 


analyze your present and contemplated holdings upon request at any time during the term of your 
subscription and tell you through our Personal Service Department what to do with each security— 
hold or sell; also answer questions concerning the status of your broker. (In order to facilitate 
our reply no more than 12 securities should be listed in one inquiry.) 


THIS 
COMPLETE 
SERVICE 
$150 A YEAR 


(b) 


TEST IT 
SIX 
MONTHS 
FOR $75 


‘ 
| THE INVESTMENT AND BUSINESS FORECAST 
| of The Magazine of Wall Street, 42 Broadway, New York, N. Y. 


Tue INVESTMENT AND 


Bustness ForEcAST ! Cable Address: TICKERPUB 
” caaahasian | I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast. 


of | I understand that I am entitled to the complete service outlined above. ($150 will cover a 13 months’ 


subscription.) 
THe MacazIne 
OF 
WALL STREET 


(0 Telegraph me collect the current Trading Advices and thereafter as described in (a). 
| oO to me collect the current Bargain Indicator recommendation and thereafter as described 
(b). 


a 


ee vam lo owe me collect the current Unusual Opportunity recommendation and thereafter as described 
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Will Profit in the 
Newest Industry? 
(Continued from page 529) 


Who 








and Washington, featured by con- 
stantly regulated temperature offering 
summer comfort and shutting out cin- 
ders and dust, as well as part of the 
customary noise incident to railway 
travel. The public response has been so 
marked that a second train of similar 
equipment has recently been added. 

Bearing in mind the increased com- 
fort, health and efficiency that can be 
had by application of the principles 
and methods already developed, what 
limit can be seen in this new direction? 
There is no reason why every home, 
office, factory and store should not ulti- 
mately be able to deal with summer 
weather as effectively as with that of 
winter. 

Nor is this entirely a dream of the 
future. Not only is experimentation 
already under way by various com- 
panies, but at least one has made a 
practical start. General Motors is now 
marketing a Frigidaire “room cooler.” 
If the history of mechanical refrigera- 
tion of the last five years is any guide, 
as it probably is, we can soon say not 
only “Turn on the heat” but “Turn on 
the coolness.” 








Answers to Inquiries 
(Continued from page 541) 








are widely advertised, include, in addi- 
tion to flour, cereals, poultry feed and 
specialties. Gold Medal, the principal 
brand of flour produced by General 
Mills, is so widely distributed that it 
has become a household word through- 
out the world. While the fiscal year 
which ended May 31, 1931, was a gen- 
erally unsatisfactory business period, 
particularly in regard to commodity 
prices, the report of General Mills, Inc., 
for that period revealed net income of 
$3.71 a share. In the previous fiscal year 
$4.83 a share was earned, as compared 
with the annual $3 dividend require- 
ments. While the company reduces the 
possibility of losses on flour and wheat 
transactions to a minimum by a hedging 
process, the hand-to-mouth buying 
policy of its customers during the peri- 
od of price fluctuations in grain quota- 
tions has tended to restrict sales. The 
company is in a strong financial position 
and the dividend appears secure at the 
current rate. However, while the 
longer term outlook for General Mills 
is constructive, we see no reason for 
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hastening a commitment in the face of 
the uncertainties involved in the near 
term outlook. 


AIR REDUCTION CoO., INC. 


Can you tell me why Air Reduction does 
not do better marketwise? I recently read 
where their second quarter earnings were 
likely to show an improvement and with 
their entrance in thé welding of natural 
gas pipes I fully expected to see a nice 
upmove. But now with its stock still sell- 
ing close to its 1931 low I am tempted to 
sell and take a loss. What is your opinion? 
—A. D. G., Lorain, Ohio. 


The principal activities of the Air 
Reduction Co., Inc., are centered in 
the manufacture of oxygen, acetylene, 
nitrogen and gases through the process 
of reduction of air. The company also 
produces acetylene and carbide for 
welding purposes and the apparatus 
necessary for their employment in 
welding. The products of Air Reduc- 
tion are well diversified and the com- 
pany controls jointly the Pure Car- 
bonic Co. of America, the second 
largest manufacturer of catbon dioxide 
and recently acquired an enterprise 
specializing in the welding of pipe line. 
This acquisition gave Air Reduction an 
important foothold in the natural gas 
ialaaty since new pipe lines for the 
transportation of natural gas will be 
required in the future. Earnings of 
Air Reduction in 1930 showed the ef- 
fects of the business depression and 
consequent falling off in demand for its 
products, and amounted to $6.32 a 
share, against $7.75 in 1929. The 
downward trend was continued in the 


first half of the current year when - 


$2.43 a share was earned compared 
with $3.64 on a smaller capitalization 
in the initial six months of 1930. 
However, second quarter earnings 
were slightly better than in the first 
quarter. The stock at current levels 
appears to have discounted the un- 
promising near term outlook and we 
do not favor a sacrifice sale at this time. 


E. I. DU PONT DE NEMOURS & 
Co. 


What part of du Ponts’ earnings come 
from General Motors? Will the decrease 
in this source of révenué for 1931 be likely 
to adversely affect the price of du Pont? 
Are there any sions of imbrovement in the 
explostve branch? I have 500 shares which 
I purchased at 125 in 1930. Do you think 
I wed be better off to sell now and take 
my loss?—C. V. B., Lansing, Mich. 


Operations of E. I. du Pont de 
Nemours & Co., the leading domestic 
chemical unit, are unusually well diver- 
sified, products including explosives, 
dye-stuffs, heavy chemicals, paints, 
varnishes and rayon. In addition, the 
company produces an artificial leather, 


motion picture films and “cellophane,” 
a product which has gained rapid pop. 
ularity as a wrapping tissue. How- 
ever, the major portion of the earnings 
of the company is derived from owner- 
ship of 23% of the outstanding stock 
of the General Motors Corp. Income 
from the General Motors investment 
contributed 59% to the total du Pont 
profits in 1930, as compared with 52% 
in 1929. In the first quarter of the 
current year, the General Motors hold 
ings provided 69% of the total du 
Pont profit for the period. Earnings 
in the first six months of 193] 
amounted to $2.23 a share, against 
$2.84 in the initial half of 1930. The 
General Motors investment contrib 
uted $1.35 to first half year earnings. 
Recovery of former earning power is 
dependent upon a general business up- 
trend, and profits over the current 
year likely will remain restricted. 
However, it has been estimated that 
1931 operations will cover the annual 
$4 dividend, and a strong financial 
position is maintained. You are hold- 
ing shares in one of the leading indus 
trial units in the world, and we do not 
believe it advisable to dispose of your 
equity during a period of depressed 
business, inasmuch as the longer term 
outlook remains favorable. 








What Shall the Savings 
Banks Depositors Do? 
(Continued from page 527) 








course observe a proper diversification 
of commitments in order to increase the 
safety of the aggregate fund. This 
diversification would call for limiting 
the investment in any one company or 
industry, and obtaining reasonable 
geographical spread. 

Concerning the outlook for high 
grade bonds and high grade preferred 
stocks, it appears entirely probable that 
these will show a gradual advancing 
trend over the next year or so. For 
one thing, the lower interest rates put 
into effect by the savings institutions 
will influence the flow of savings back 
into normal channels with beneficial 
effect on the price of these securities. 
The policy of easy money and credit 
being pursued by the Federal Reserve 
Bank, moreover, is designed to aid in 
this trend. With business in this coun- 
try stabilizing and readjusting itself to 
current conditions, confidence in invest: 
ment securities will be restored as the 
better-managed companies demonstrate 
their ability to make profits and this 
will aid in bringing about gradually 
rising prices for prime investments. In- 
deed, in anticipation of such a move, 
the present time seems favorable for 
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the purchase of this type of securities 
to form a backlog for an investment 
portfolio which may be further built 
up subsequently as the individual con- 
tinues to put aside funds for this pur- 


pose. 
What England Means to the 
United States 


(Continued from page 513) 














accounts for about a third of our 
total foreign investments. 

Great Britain naturally has invested 
a great deal of money in her Empire. 
In fact her old conception of an Em- 
pire was somewhere where money 
could be put for the profitable ex- 
ploitation of raw material resources. 
These could conveniently be used 
either by her industries or to feed a 
population she could not support her- 
sif. This is well illustrated by the 
fact that England’s investments in the 
Dominions and Crown Colonies totals 
nearly 13 billion dollars, of which 
dightly over 8 billion is represented by 
private and corporate investment and 
the balance by government securities 
of various kinds. ‘These investments 
cover every conceivable field of human 
endeavor and are so varied that gen- 
eralization becomes impossible. 

In Asia we are likewise behind her, 
having invested in this continent barely 
700 million dollars against England’s 
1,300 million dollars. Here, however, 
it is noticeable that both Great 
Britain's and our own private and 
corporate investment is nearly double 
that represented by government securi- 
ties, showing that private initiative, the 
most desirable motivating factor of for- 
eign investment, has predominated. 
England’s investment in the rubber 
plantations of Malay are among the 
most interesting of her holdings in re- 
gard to their effects upon ourselves. 
It will be remembered that during the 
regime of the Stevenson Rubber Plan, 
we, as the greatest consumers of rub- 
ber in the world, were obliged to pay 
over a dollar a pound for something 
Which can now be bought for about 
six cents. 

In Europe our stake omitting war 
debts, is very much greater than that 
of Great Britain and amounts to about 
2585 million dollars in government 
securities and 1,353 million dollars in 

uropean commercial and industrial en- 
terprises. Great Britain’s total hold- 
ings nevertheless amount to more than 
1400 million dollars, of which about 
40 per cent is in government securities 
and the balance is represented by pri- 
vate and corporate investment. In 
Europe, Germany is our principal 
Money-customer, the United States 
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JENKS, GWYNNE & CO. 


COMBINING 


JENKS, GWYNNE & CO. anv REINHART & BENNET 


WE TAKE PLEASURE IN ANNOUNC- 
ING THE CONSOLIDATION OF OUR 
FIRMS AS OF AUGUST ist. 1931. 


TELEPHONE WHITEHALL 4-1903 65 BROADWAY. NEW YORK 
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Colorado 
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In addition to G42% 


dividends—payable semi-annually, 
by either coupon or check, our 
certificates issued in units of 


$50.00 to $5,000, offer you— 
Safety of Principal 
Guaranteed Income 
Borrowing Privileges 
No Fluctuation in Price 


A card from you will bring full de- 
tails regarding this excellent safe 
investment. Ask for Booklet “A.” 


THE BANKERS BUILDING 
& LOAN ASSOCIATION 


1510 Glenarm St., Denver, Colo. 
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Certificates 


Secured by amortized first 
mortgages on improved city 

real estate, these Certificates 

offer a sound short term in- 
vestment, with fixedincome 
feature.Ownedbyinvestors Colorado’s 
in 46 States and 11 foreign Q27s¢i 
countries. Write now for Capital 
Folder C. Association 


SILVER STATE 


Building and Loan Association 
1644 Welton Street : Denver, Colorado 
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IMPORTANT ISSUES 
Quotations as of July 30, 1931 


Name and Dividend 


. Sivoamower (.40) 
Assoc. a Elec. ‘‘A’” (1).. 
Brazil T. P. (1) 
Central ater. El. (10% stk.) 12% 
Cities Service (.80) 20 
Cities Service Pfd. (6) 
Commonwealth & South. War. 
Consol. Gas of Balt. (3.60).. 


Elec. Bond Share (6% stk.). 
Ford > / (.86%)... 


having invested 1,400 million dollars 
in the bonds of the German Govern- 
ment, German states and German 
municipalities. Our other investments 
in Germany are comparatively insig- 
nificant. Not unnaturally perhaps it 
is in Great Britain herself, with its 
familiar language, laws and customs 
that has been found the most attractive 
of the European nations for investment 
by our individual citizens and our cor- 
porations. Here there is the advantage 
of an abundant coal supply, trained 
labor and a large and easily reached 
market with connections throughout 
' Europe. American owned plants in 
Great Britain produce nearly every 
commodity which American industry 
produces in any other foreign coun- 
try. The principal products are elec- 
trical and other metal goods. Almost 
equally important however are rubber 
products, musical instruments, auto- 
mobiles, chemicals and branded food- 
stuffs. 

Our stake in England herself 
amounts to 521 million dollars. At the 
same time it is interesting to note that 
Great Britain's investment in the 
United States is 2,825 million and 
over the past twelve years has gained 
at the rate of about 50 million dollars 
a year. Income from American se- 
curities held by British investors 
amounts to about 142 million dollars a 
year—almost 90 per cent of the an- 
nual installments of principal and in- 
terest due to the United States Gov- 
ernment on Great Britain's War 
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Name and Dividend 
Hudson Bay M. & 8 


Mid West ry PY eg tt): 

New Mex. 

Newmont mann te 

Niagara Hudson Power (.40) 
Pwr. r 


Selected Industries : 
Standard Oil of Ind 
Standard Oil _ Ky. 


United Lt. & “Pow. A (1).. 
United Gas 


U. 8. Elec. Pwr. 
Utility Pow. & Lt ‘as oak. 
Vacuum Oil (2) 


Debt to this country. The investment 
policy of British investors since the 
War has been one of careful study 
and investigation as to the merits of 
every security. The advice and 
counsel of the leading American Bank- 
ing Houses and reliable Investment 
Service organizations as to the nature 
and character generally of American 


securities offered to British investors . 


have been cordially welcomed and fol- 
lowed with consequent advantageous 
results. 

From which it will be seen that the 
United States and Great Britain are 
investors in each other as well as co- 
investors throughout the world. 

What do the tremendous sums of 
money that we and Great Britain have 
placed abroad mean to us respec- 
tively? Let us see. Foreign invest- 
ments naturally have those advantages 
which accrue to any investment; they 
provide an income. In certain cases 
they also provide a satisfactory living 
for the citizens of the creditor nation. 
American selling agencies and branch 
factories naturally employ a certain 
number of Americans even though the 
majority of the workers may be of the 
country where the plant is situated. 
In other cases they assure us a good 
supply of some commodity which we 
are unable to produce ourselves. These 
latter advantages, however, are those 
which accrue solely to direct invest- 
ments which incidentally is the form 
principally used by Great Britain. We 
on the other hand have invested almost 


as much in government securities as 
we have in private and corporate en- 
terprise and it may be that here lies the 
reason why England could go placidly 
along for decades placing money abroad 
whereas we, after a short ten years, are 
having more than a reasonable amount 
of trouble with our debtors. 

Years ago when England was the 
leading industrialized nation, and the 
rest of the world had not yet been in- 
troduced to the machine made article, 
it was to her advantage to stimulate the 
production of raw materials, knowing 
that she could manufacture them and 
would not lack for a satisfactory mar- 
ket in which to sell the finished prod- 
uct. This was done and she further 
facilitated matters by imposing no 
restrictions whatsoever on their free 
entry into her country. England said 
in effect that she would lend money 
for the production of wheat, cotton, 
rubber, coffee, tea or whatever else she 
might have needed and that she would 
accept in payment of interest and prin- 
cipal part of the crop, the whole 
transaction being essentially a form of 
barter. We, on the other hand, have 
tended more to a diametrically opposed 
system, stating that gold would be 
lent and that if the debtor happened 
to produce something we needed then 
so much the better for him, but that 
this was really outside the transaction 
and that repayment must essentially 
be made in gold. As the United 
States is so nearly self-sufficient the 
number of products which a foreign 
debtor might send her without en- 
countering a prohibitive tariff, is much 
more limited than in the case of Eng- 
land, and many of the countries to 
which we have lent money are now 
having trouble in paying us. 

This is indeed a problem, for if we 
allow free entry to products which 
we produce ourselves, then they will 
compete with the domestic article and 
consequently displace our own work- 
ers. While, in theory, these displaced 
workers would soon be absorbed by the 
trades catering to the foreign mar 
ket, it has been difficult to convince our 
politicians that such would be the 
case and we are confronted with the 
apparent dilemma of either sacrificing 
our workmen or ruining our investors. 
Either course is suicidal and yet even 
though the problem is now acute we 
have not faced it seriously. In the 
case of the war debts, for example, 
which must be paid in exactly the same 
way as private obligations, we have 
lately negotiated a moratorium. This 
is a palliative only and goes nowhere 
near the root of the matter. 

Something must be done, for should 
we continue our present policy, it is 
obvious that American investors an 
business men will not place their 
money abroad knowing the difficulties 
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on STANDARD BOOKS 


Published by THE MAGAZINE OF WALL STREET 


‘ae eleven selected volumes completely cover 
every phase of modern security trading and 
investing. Written in a concise, easily understand- 
able manner, they give you the result of years of 
research and successful market operation—the fore- 
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vould Whether you are an odd-lot buyer or deal in hun- 
prin- dreds and thousands of shares—whether you are a 
whole long-pull investor or a day-to-day operator, you 
m of should read these books and have them for constant 
have reference. They may easily make or save thousands 
0sed of dollars for you—they should surely bring you a 
1 be return of many times their moderate cost. 
ened 
The entire 11 books are uniform in size and style, profusely The prices quoted below are the lowest at which 

we pe EO ee these books have ever been offered. Orders 
tion bound in dark blue flexible fabrikoid, lettered in gold, and will be filled as they are received. We suggest, 
ially will make a handsome addition to any bookcase or library. therefore, that you mail your order at once. 
rited 

the Library of Trading and Investment Fundamentals No. 7. How to Secure Continuous Security Profits in 
eign No. 1. Fourteen Methods of Operating in the Stock Modern Markets. 

en- Market. 
uch No. 2. You and Your Broker. The Businessman-Investor’s Library 
ang- 
ng No. 3. When to Sell to Assure Profits. No. 8. Financial Independence at Fifty. 
3 to No. 4. Studies in Stock Speculation. : : 
now No. 5. The Proper Time to Buy Low-Priced Securities No. 9. Necessary Business Economics for Successful 

for Big Profits. Investment. 

we Famous Set by John Durand No. 10. Cardinal Investment Principles upon which 
nich : ; Profits Depend. 
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Bank, Insurance and 


Investment Trust Stocks 














Quotations as of Recent Date 


BANK AND TRUST COMPANIES 


Bid Asked 
Bank of America, N. A. (2)..... 41 44 
Bank of N. ¥. & Trust Co. (20). 515 635 
Bashers ASy svc cvdoccddsvexce 93 96 
Brooklyn (98)  .scnccaceviarcovee 0 390 
Central Hanover (7).........-+« 3 218 
Chase (8) cissisiccccdis. cosines 64 6T% 
Chatham-Pheniz (4) .........+«. 60 63 
Chemical (1.80) ............s000 45 47 
Clty (4) ocdeedadedsicoressscede 74% 11% 
mn Exchange (4)............++ 94 98 
Bepizre (0.80) 2.02. .0cdedecdicd 44% 41% 
First National (100)............ 3480 3680 
Guaranty (20) .......-.---eeseee 437 442 
Irving Trust (1.60) ........... 82 4 
Manhattan aNd. |. takenatnas 64% oH 
Manufacturers (2) ...........05 41% 43 
Wow orks (6) sccsiices..ccsdac 141 146 
ER oe icbuilises «006+ si 47 50 
United tes Trust (70)........ 2715 2976 
INSURANCE COMPANIES 
BE TS TE) ccc cscccvsccscce 40% 42% 
Aetna Life (1.20)..........-.055 43% 45% 
MEE swecnesces 000 0c 22 24 
Dontinental (2.68)... os. sccccee 25% 28 
Glens Walls (1:08) ......cccece0 40 42 
Globe & Rutgers (24)........... 470 620 
Great American (1.60) ......... oot 
ee, ee eee 28 
Hartford Fire (2.40) ............ 55% 57 
NF) a cncasins 064s svcdvonsce 30 $2 
Wational Wire (8).............+- 52%, 54% 
a 83 36 
REE ey 39 44 


INSURANCE COMPANIES—Continued 


Bid Asked 
Traveldrs (00) ....ci--scccccees 730 7180 
United States Fire (2.40)....... 41 ag 
Westoliester (9.40) ..........006 85 87 
SURETY AND MORTGAGE COMPANIES 
— Surety ©, pists on faa oi rH 
wyers Mortgage (2.80)........ 

National Surety (&)............. 82% $5 

JOINT STOCK LAND BANKS 
ND hss caa sie sce tesa es sain 2 5 
RAR ee ree 25 
EE SS 2 4 
ee ae ee Perera er 2 a 
EE Soe <é 27 
Sou Minnesota ..........:. m2 "4 
|. RS ae % 


INVESTMENT TRUST SHARES 


Amer. Founders Trust 6% Pfd... 98 40% 
Do 7% E eealerienasie stad ne 44% 
Diversified Trustees Shares A.... 14 os 
EN OE os ab ck sicn'e'ccavies 12% 
Fixed Trust Shares A........... 12% 
Interl. Sec. Corp. of Amer. B... % 
Do BRE SS ae 
ow. * ) Ae Saas 7 Se 
No. Amer. Trust Shares......... 4% 5 
Second Intl, Securities A........ 10 $s 
Do ORS ey 84 ne 
Shawmut Bank ................. ™M% 9 
U. 8. & British Internl. B...... % 
VU. 8. Electric Lt. & Pr. ‘A’... 28% 80% 





of repayment. England may be ex- 
pected to press her advantage in every 
way possible. She will plead as she 
has been doing—justifiably and with 
considerable success—that one should 
buy from those who buy from you. 
She will contend that the debtors’ raw 
materials can be shipped to London 
and sold there without having to pay 
for the privilege, whereas when prin- 
cipal and interest are paid in New 
York there is a difficult tariff wall to 
negotiate. England may even make a 
further effort to protect her foreign 
investments and stimulate her trade 
with her debtors by arranging a com- 
mercial treaty calling for a mutual in- 
terchange of goods. This she has 
tried. There 1s the Empire Free Trade 
Plan, a gigantic effort to make the 
most of her tremendous purchasing 
power which amounts to some 600 mil- 
lion dollars annually. She wishes to use 
this purchasing power as a lever to 
force the dominions and colonies to 
buy her manufactures. The dominions 
and colonies, however, do not want to 
be dependent industrially upon Eng- 
land. They too wish to develop along 
these lines. India for example has 
dreams of rivaling Manchester as the 
world’s cotton center. She would also 


like to be the Asiatic Birmingham or at 
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any rate to supply her own iron and 
steel needs. Canada would like to be- 


come another United States, almost’ 


completely independent of the rest of 
the world both in industry and also 
ote Australia dreams of being 
the Bradford of the world sending her 
woolen goods everywhere. To this 
spirit of nationalism then and also for 
the reason that no satisfactory disposal 
could be made of such countries as the 
Argentine in which England has in- 
vested more than 2,290 million dol- 
lats is the reason for the present seem- 
ing failure of the Empire Free Trade 
Plan. 

Nevertheless even though England 
has beén balked for the moment, she 
will undoubtedly not admit defeat 
without a further effort and it is 
hardly concéivable that anything she 
might do to protect her foreign invest- 
ments and increase the trade on which 
they depend will react other than ad- 
versely upon the United States. 

Our position is challenged. We too 
have extensive foreign investments to 
protect which are inextricably inter- 
locked with our ever growing foreign 
trade—a trade which will undoubtedly 
assume greater and ter impor- 
tance to our well-being. The difficul- 
ties which we have encountered and 


the misunderstandings which haye 
taken place with foreign countries must 
be settled with the greatest possible 
dispatch and above all we must rig 
above a situation where a creditor js 
cordially disliked and his every motive 
misconstrued. Even though England 
may not be the power she once was, 
we must not allow ourselves to be 
lured into a false sense of security, for 
she has experience and trade skill and 
above all “power” in the scepter of 
wealth which she wields over the 
world. 


= 
_ 





Facts, News and 
Comments 


The business and personnel of Jenks, 
Gwynne & Co. and Reinhart & Ben- 
net have been consolidated under the 
name of Jenks, Gwynne & Co. The 
new firm, as a result of the consoli- 
dation, will have two memberships on 
the New York Stock Exchange, two 
on the New York Curb Exchange, two 
on the New York Produce Exchange, 
and three on the New York Cotton 
Exchange, in addition to membership 
on the Chicago and Philadelphia Stock 
Exchanges, Dallas Cotton Exchange, 
Montreal Curb Market, Chicago Board 
of Trade, New York Coffee & Sugar 
Exchange, New Orleans Cotton Ex- 
change, Quebec Stock Exchange and 
Associate Members Liverpool Cotton 
Association, 


*x* * & 


Harry B. Harper has been elected 
vice-president in charge of sales of 
the Willys-Overland Co. Mr. Harper 
has had wide merchandising experience 
in the automobile industry, and his suc- 
cess has been outstanding. 


* * * 


N. W. Ayer & Son, Inc., have 
moved their New York offices from 200 
Fifth Ave. to larger quarters at 500 
Fifth Ave. 


* * 


Leonard Hicks was recently elected 
vice-president and managing director 
of the Morrison Hotel, Chicago, where 
he first started his career as a hotel 
man 27 years ago. Mr. Hicks is chair 
man of the executive committee of the 
Chicago Hotel Men’s Association. 


* * * 


Credit Service, Inc., operating 4 
chain of 14 small-loan banks, reports 
an increase of 31% in total amount 
of loans outstanding during the six 
months ended June 30, 1931 as com’ 
pared with the same period in 1930. 
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The Practical Plan to 
Bring Early Recovery 
(Continued from page 503) 








paper which we can use immediately— 
I refer to the Federal Farm Banks or 
similar farm credit institutions. Or it 
would be both practical and proper for 
the Farm Board to utilize its huge re- 
vwlving fund of five hundred million 
dollars for this purpose if we can count 
on this organization to handle this 
without political partisanship. But 
even if these agencies could not meet 
the demand, individuals would most 
certainly be found who would be will- 
ing to discount this form of long-term 
obligation. If Soviet notes can be dis- 
counted, as they have been during the 
past two years by private bankers, then 
the paper of other countries could most 
certainly be discounted at less than the 
exorbitant rates imposed on Russian 
notes. But, even though the discount 
rates were abnormally higher, would 
not the seller actually be far better off 
than if left with huge supplies of this 
commodity in a falling market? More- 
over, as the practical advantages of 
commodity sales on long term credit 
became manifest, groups of substantial 
citizens in the purchasing countries 
could be found as guarantors of the 
credit instruments, reducing the risk 
and hence the rate of discount. Also 
it might be noted that although these 
debts would no doubt be recognized as 
moral obligations in view of their 
humanitarian aspect in saving the 
afflicted country, the endorsement of 
substantial people would be valuable in 
exerting governmental pressure in the 
event of default—because unlike our 
policy, foreign governments are closely 
allied with their banks which are both 
politically and economically subject to 
instruction by the government. 


Same Remedy for Wheat 


The example cited in cotton can be 
duplicated in wheat. The bedeviled 
Farm Board might find the way out of 
its current dilemma in the long term 
credit sale of the staple to the starv- 
ing of India, China or in the Near 
Fast. Copper might be sold through 
the Copper Exporters Association to 
Austria on long-term credit—and so 
with other products. 

There is a risk, admittedly, in all of 
these operations but the odds are in 
avor of a rising market resulting in 
each commodity, and therefore well 
worth the taking. On the other hand 
there is little hazard’in the plan on the 
grounds of its novelty. It is not an un- 
tried innovation but an application of 
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a tested practice for the purpose of 
revitalizing world business and aiding 
the economically oppressed. Indeed 
this method is being utilized in the 
trade arrangements between Russia 
and Germany. No initial cash was 
paid down by the Soviets in return for 
materials and equipment from Ger- 
many. And there are successful buy- 
ing co-operatives here and abroad. 

Of course, there are safeguards to 
be observed. As previously indicated 
no commodities should be sold on long- 
term credit in any country which can 
pay cash. 

To sell cotton to England or copper 
to France, for example, under long 
credit terms would only substitute a 
credit for a cash outlet market. 

Every contract should contain a 
clause preventing a resale in competi- 
tion with other original sales of Ameri- 
can goods. 

Furthermore this agreement should 
contain a clause guaranteeing the resale 
of these goods within the means of the 
stricken people for whom they are in- 
tended. 


Establishing Finance Companies 


That is to say, if wheat is sold at a 
sacrifice price in the Far East, if it is 
to benefit the people for whom it is in- 
tended it must not fall into the hands 
of profiteers who might resell at ex- 
cessive prices, but should be sold only to 
agencies who will make only moderate 
profits on their distributive efforts. 

In addition it would be desirable, if 
not necessary, for us to foster the for- 
mation of finance companies which 
would in turn extend installment credit 
to the ultimate consumers. 

The advantage of selling goods 
abroad on the installment plan instead 
of lending cash enables us to pick and 
choose our buyers and markets. A loan 
of cash might not result in an outlet 
for our goods. By thus taking the in- 
itiative we sell what we want to sell 
where we want to sell it, when we 
want to sell it. 

Returning to the automobile sales 
analogy: There would have been no 
great growth in sales if the manufac- 
turers had simply made cash loans to 
some millions of potential buyers, but 
when they said in effect, we will give 
you long-time credit for the purchase 
of a car the potential buyers became 
actual buyers. By applying the same 
principle in foreign trade we get, in- 
stead of mere borrowers, substantial 
buyers of what we want and need to 
sell. Instead of financing competition 
we promote sales for our products. 

Finally sales should be directed to 
those countries where it is logical for 
our export trade to develop and ex- 
pand during the next few years. The 
Far East is certainly of significant im- 
portance in this regard. There lies 


abundant opportunity for the sale of 
raw materials and finished products 
once the huge population of those areas 
has been released from poverty and 
brought to a higher standard of ex- 
istence—and the installment plan is the 
quickest and soundest method. 

With proper precautions observed, 
the benefits of international long-term 
credit sales should react to the early 
alleviation of the depression and cause 
a sustained period of prosperity to 
ensue. Heavy increases in national 
governmental debts and ensuing in- 
creased taxes would be prevented. 
What amounts to commodity loans in 
reality would supplant money loans. 
Suffering, starvation and ultimately un- 
employment both at home and abroad 
would be relieved—a gradual increase 
in living standards and potentially 
broader markets for finished goods and 
manufacturers would ensue. The credit 
of many countries now rated as very 
high risks would be improved. 

Finally we, as the sellers, would 
escape from burdensome surpluses, 
establish a firmer price trend and re- 
lieve not only our farmers but the en- 
tire economic community. Let the co- 
operatives and industrial institutes and 
trade associations give thought to these 
advantages. 

The skeleton of the mechanism 
necessary to put this plan into opera- 
tion already exists. What is needed is 
action NOW. 








Price Declines Can Be 
Checked 


(Continued from page 510) 








justified its existence as a result of the 
price insurance it has afforded to cot- 
ton merchants and the advantages af- 
forded the manufacturer for reducing 
inventory losses. This is a benefit that 
has been conferred upon society at 
large by enabling the merchant to pay 
the producer more for the cotton he 
raises, and, as a result of the lessened 
risk, to sell to the manufacturer at a 
narrower margin than otherwise would 


be possible. 
How the Producer Can Benefit 


After this extended preliminary 
analysis, it is now possible to take up 
the question of the benefits that could 
be conferred by the future contract on 
the producer of raw materials. In 
other words, how can the future con- 
tract remedy a condition of price de- 
cline resulting from over-supply? 

In the foregoing it has been pointed 
out that a commitment in future con- 
tracts guaranteed by an organized ex- 
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change, is the equivalent of the physical 
commodity. In other words, the buyer 
of a contract in cotton, wheat, rubber 
or silk can demand delivery of the spe- 
cified amount. The seller either must 
make delivery or liquidate his short 
contract by purchase from another 
seller. . 

When we have a large existing sur- 
plus in any commodity, the only way 
to cure that situation is to reduce 
future supply by curtailing production. 
Human nature, being what it is, all 
efforts to bring about concerted curtail- 
ment in the past have been virtual fail- 
ures. Only in a few industries headed 
by able executives willing to acknowl- 
edge economic obstacles has this wise 
policy been successful. Automobiles 
and steel are shining examples. 

When the grain growers of the 
West, the cotton producers of the 
South, the sugar planters of Cuba and 
Java, or the rubber companies of the 
Far East have been urged to cut pro- 
duction, a negligible reduction or even 
an increase has been the usual result. 

As stated above, it has been a case of 
human nature. The man who cuts 


acreage in wheat or cotton, for ex- 
ample, feels that he is making a sacri- 
fice. He is afraid that his neighbor will 
plant as much or more than he did the 
season before and get the benefits re- 
sulting from the self-denial of the man 


who curtailed. Moreover, he will be 
inclined to say to himself if he cuts his 
acreage and the price goes up, he is no 
better off than if he got a lower price 
for a larger production. 

Obviously, the only way to bring 
about a curtailment of output that will 
cure the condition of over-supply is to 
provide a sound appeal to the self- 
interest of the producer. This can be 
accomplished by intelligent use of the 
future contract. 

We might take cotton as a case in 
point. For the average of the past few 
seasons, it may be roughly assumed that 
it costs fourteen to fifteen cents to pro- 
duce cotton. This approximation takes 
the cotton belt as a whole and leaves 
out of consideration those isolated ex- 
amples of intensive cultivation where 
the growing cost has dropped to six 
cents and even below. 


A Remedy for Cotton 


However, let us assume it costs four- 
teen cents to raise cotton. The price 
along in the winter, let us say, is nine 
cents—five cents per pound or $25 per 
bale below the cost ‘of production. 

Why does not the cotton grower 
reduce acreage? The reasons given 
above apply. He feels that if he re- 
duces acreage, somebody else is going 
to profit by his sacrifice. Moreover, he 
does not believe there is much else that 
he can do, largely because he overlooks 
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the fact that if he expended time and 
labor on improving his soil he could in 
the future raise a better grade of cot- 
ton at a reduced cost and get a higher 
price for his product. 

Let us assume, however, that as a re- 
sult of a campaign of education and 
proper organization, the cotton growers 
are banded together and that they 
agree to reduce their acreage 30 per 
cent, and that in lieu of this reduced 
acreage they buy future contracts to 
the extent of 4,000,000 bales or the 
equivalent of approximately 30 per 
cent of their production. 

By this method they reduce the fu- 
ture supply to the extent of 4,000,000 
bales which completely corrects the ad- 
verse statistical position. 

Let it be assumed also for the pur- 
pose of calculation that these four mil- 
lion bales are bought at an average of 
ten cents per pound—thus being four 
cents per pound or $20 per bale below 
the average cost of production. 

As a result of this procedure they 
correct the adverse technical position, 
cure the condition of over-supply, and 
advance the price substantially. More- 
over, they make no sacrifice. On their 
contract purchases they obtain a profit 
of $20 per bale more than they 
receive on the cotton obtained from 
the remaining acreage planted by 
them. In other words, the man who 
plants a full acreage is at a big dis- 
advantage compared with the farmer 
who buys contracts and plants a re- 
duced acreage. 

The proposal leaves entirely out of 
consideration the stimulating effect 
caused by the purchase of four million 
bales of contracts. Such a buying 
movement in itself would advance 
prices materially. 


The Method Need Not Be Theoretical 


The foregoing is merely a_ the- 
oretical presentation. However, it 
need not be theoretical. The plan 
could be followed in the case of wheat 
or cotton, but, of course, it will be con- 
ceded that the operation would have to 
be conducted not by the farmers them- 
selves, but by some well financed gov- 
ernment organization such as the Farm 
Board. Admitting that the farmers 
themselves have not the resources or 
organization to carry on such an op- 
eration, it might easily be possible for 
the Federal Farm Board instead of 
pleading with or scolding the farmers 
over acreage reduction, to come to them 
with a concrete proposal such as the 
following: If you will make a guaran- 
teed reduction in acreage of a given 
per cent, the Farm Board will buy the 
equivalent in contracts of wheat or cot- 
ton and turn the profits over to you. 
You will make more money by joining 
us in this enterprise than you would 


make by planting a full acreage. You 
do not have to loaf because you have 
not planted all your acreage in wheat 
or cotton. You can devote a portion 
of the profits you are bound to re. 
ceive to the rebuilding of your soil. 

If the Farm Board undertook this 
task with proper organization and edu 
cational publicity, it would correct the 
condition of over-supply and put agri- 
culture on its feet. Moreover, the op- 
eration could be consummated without 
the loss of a dollar. 

Such an operation would not have 
been possible ten or even five years ago. 
At that time it would have been neces. 
sary for the farmers to undertake it 
themselves. It seems incredible, how- 
ever, that a government bureau backed 
by half a billion dollars would have 
overlooked the simplest and most practi- 
cal method for curing price depression 
resulting from over-supply. 

The suggestion is even more ap- 
plicable to sugar and rubber than to 
the case of wheat or cotton. Most of 
the cane sugar of Cuba is produced by 
large corporations. In this case it 
would not be necessary to go among 
millions of farmers to obtain either co- 
operation or funds. Drastic curtail- 
ment of acreage and the purchase of 
an equivalent amount of sugar con- 
tracts would cure the condition of over- 
supply without attempting to get co- 
operative agreement with producers of 
other countries. 

It should be possible for the com 
panies owning and operating rubber 
plantations in the Far East to substitute 
concerted purchase of contracts for the 
tapping of trees. The rubber industry 
is not scattered all over the world. Pro- 
duction of the commodity is confined to 
a comparatively small area of the globe. 
The only requirements for a successful 
outcome would be the recognition of 
this special value of the future contract 
and its intelligent use to the desired 
end. 

The future contract already has 
demonstrated its value to the merchant 
and the manufacturer. The time is 
coming when it will be used as a cor 
rective for price depressions resulting 
from burdensome over-supply. When 
that time comes, it will be recognized 
as an economic instrument of in 
estimable value to the world at large. 


-— 


Errata 


In the July 11 issue of THE Maca: 
ZINE OF WALL STREET, in the article, 
“To Get Copper Out of the Red,” cost 
figures of A. B. Parsons as to Chile Cop 
per’s (5.42 cents) production and as to 
Andes Copper’s (5.88 cents) produc: 
tion were quoted as being, in each case 
“after depreciation.” The figures 
quoted should have been described_as 
“operating costs, before depreciation. 
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NOTE: The following preferred stocks are listed solely in accord- 
ance with the current yield on each. The sequence of Guide, therefore, 
does not indicate a preference for one issue over any of the others. 
Readers should observe a proper diversification of commitments in mak- 
ing their selections from this list. 


Railroads 


Div. Rate 

$ per Share 
Norfolk & Western .......... 4 (N) 
Walon Paciflo .....0.....0000. 4 (N) 
Atchison, Top. & 8. Fe....... 5 (N) 
Baltimore & Ohio ............ 4 (N) 
N. Y., New Haven & Hart.... 7 (C) 


Amer, Lt. & Traction....... - 1% (0) 
Pacific Gas & Elec. Ist......1% (C) 
Public Service of New Jersey. 8 (C) 
So. California Edison ‘‘B’’.... 1% (C) 
Philadelphia Co. ............. 8% (CG) 
North American Co...........° 3 (C) 
North Amer, Edison.......... 6 (CG) 
Columbia Gas & Elecric ‘“‘A’’. 6 (C0) 
Elec, Bond & Share........... 6 (C) 


Buffalo, Niagara & Eastern Pr. 1.6 (C) 


National Pr. & Light......... 6 (C) 
United Corp. ......... iaeeaee 3 (C) 
American Water Works & El. 6 (C) 
United Light & Power Conv.. 6 (C) 
Standard Gas & Electric...... 4 (C) 
Federal Light & Traction..... 6 (C) 
Electric Power & Light........ 7 (C) 
Hudson & Man. R. R. Conv... 5 (N) 
Engineers Publ, Serv. (w.w.) 6% (C) 


-—Earned $ per Share—, Redeem- Recent Yield 
1930 





Procter & Gamble (2nd)..... - §& (C) 
du Pont (E. I.) de Nemours 

MS. abG.be vad ee asm RR, 
a fe eee Toe T5 (C) 
Diamond Match ...........++. 1.5 (C) 
Amer. Smelting & Refining.... 7 (C) 
Allied Chem. & Dye.......... 7 
Stand. Brands, Inc., Cum, A.. 7 (C) 
Aluminum Co. of Amer....... 6 (C) 
Brown Shoe ........ icasacewe SOD 
International Nickel.......... 7 (C) 
General Cigar ............ oe oe 
Mathieson Alkali Works...... 7 (C) 
Curtis Publishing ............ 7 (C) 
NNN CER edocs swede. 6 (C0) 


Commerc, Investm. Trust 1st. 6% (C) 


Bethlehem Steel Corp....... Pe 
Waeyrus-Erie soc. .6i.cscess io TS) 
American Sugar ....... Siena: oe Ree 
Bush Terminal Buildings..... 7 (0) 
Case (J, I.) Thresh. Mach.... 17 (C) 
Crown Cork & Seal .......... 2.70 (C) 


1928 1929 able Price % 
133.73 182.20 188.50 No 91 4.4 
46.32 49.48 41.30 No 85 4.7 
40.21 49.18 30.08 No 105 4.8 
49.44 48.87 36.46 No 71 5.6 
34.40 45.47 30.50 115 113 6.2 

Public Utilities 
17.20 21.38 20.71 No 30 5.0 
4.24 4.57 5.25 No 30 5.0 
§20.92 19.04 24.44 No 157 5.1 
3.28 3.61 3.63 28% 28 5.4 
20.68 27.58 28.27 No 56 5.4 
40.22 47.48 47.51 55 55 5.5 
53.15 47,48 47.51 105 106 5.7 
30.78 33.95 26.86 110 105 5.7 
18.43 29.11 31,24 110 103 5.8 
4.52 5.19 5.25 264% 27 5.9 
45.38 50.22 45.16 110 100 6.0 
seat 4.66 6.46 55 50 6.0 
31,05 39.11 44,22 110 100 6.0 
we 16.62 17.44 105 91 6.6 
14.07 20.39 20.95 No 60 6.7 
49.93 40.12 39.68 100 88 6.8 
17.00 19.03 13.39 110 100 7.0 
37.02 42.89 40.79 No 71 7.0 
8.79 17.65 16,21 110 i 7.1 
Industrials 

185.59 151.75 178.16 115 110 4.5 
69.06 78.54 55.22 125 123 4.9 
16.25 21.36 24.24 No 103 4.9 
piace Rey Siee No 28 5.4 
37.17 43.66 22.20 No 129 5.4 
68.63 76.88 63.90 120 125 5.6 
123.40 129.41 111,03 120 123 5.7 
14.04 17.19 7.98 110 103 5.8 
85.27 44.11 35.31 120 118 5.9 
189,12 80.45 40.26 120(a) 119 5.9 
62.81 85.92 64.03 No 115 6.1 
84.50 93.91 84.68 No 114 6.1 
21.48 23.93 21.25 120 114 6.1 
18.70 18.86 20.08 115 97 6.2 
45.50 81.92 90.87 110 102 6.4 
19.16 42,24 23,84 No 107 6.5 
39.34 48,34 35.72 120 107 6.5 
14.60 15.40 12,60 No 106 6.6 
+ + t 120 105 6.7 
32.59 35.06 25.52 No 100 1.0 
7.90 6.36 7.84 45 29 9.3 
§ Based on all pfd. stocks. + Guaranteed 


C—OCumulative. 
unconditionally by Bush Terminal Co. 


gn 


N—Non-cumulative. 


+ Regular rate, $4. 


(a) After Feb. 1, 1994, 

















KEEP POSTED 


The books, booklets, circulars and spe- 
cial letters listed below have been pre- 
poet with the utmost care by business 
ouses advertising in this issue. They 
will be sent free upon request, direct 
from the issuing houses. Please ask for 
them in numerical order. We urge our 
readers to take full advantage of this 
service. dress, Keep Posted Depart- 
ment, Magazine of Wall Street, 42 Broad- 
way, New York City. 





“ODD LOT TRADING” 
John Muir & Co., members New York Stock 
Exchange, are distributing to investors 
their booklet ‘‘Odd Lot Trading,’’ which ex- 
plains the many advantages diversification 
offers to iarge and small investors. (225). 


THE BACHE REVIEW 
A summary of the general financial and 
business situation, published every week by 
J. 8S. Bache & Co., 42 Broadway, New York. 
Sent on application. In writing please 
mention the Bache Review. (290). 


INDUSTRIAL BANKING—ITS CONTRIBUTION TO 
MODERN BUSINESS 
Every investor should read this important 
analysis of a branch of the banking indus- 
try in which safe and profitable investments 
are made. Send for booklet 684. 


HOW TO GET THE THINGS YOU WANT 
Tells you how you can become financially 
independent—how you can retire on an in- 
come—how you can provide money for emer- 
gencies—money to leave your home free of 
debt—money for other needs. (703). 


A COMPLETE FINANCIAL LIBRARY IN 11 VOLUMES 
These eleven Standard Books, published by 
The Magazine of Wall Street, cover every 
phase of modern security trading and in- 
vesting. Available at new low prices. 
Write for descriptive circular. (752). 


WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Forecast, a 
security advisory service, conducted by The 
Magazine of Wall Street, definitely advises 
subscribers what securities to buy or sell 
short and when to close out or cover. (783). 


INVESTMENT PROFIT INSURANCE 
The most logical form of investment profit 
insurance is represented by the personal and 
continuous counsel rendered by the Invest- 
ment Management Service. Write for full 
information. No obligation. (861). 


“A 33% BUSINESS INCREASE 
In A So-Called Depression Year’’ is a book- 
let showing the accomplishment by Credit 
Service, Inc., of increasing business during 
the first six months of 1930, as compared 
with the first six months of 1929. (862). 


TRADING METHODS 
The handbook on Trading Methods, issued 
by Chisholm & Chapman, contains much 
helpful information for traders. A copy 
will be sent to you upon request together 
with their latest Market letter. (785). 


PARTIAL PAYMENT PLAN 
An old established New York Stock Ex- 
change house invites the purchase of high 
grade listed securities on monthly time 
payments. Descriptive booklet of plan sent 
on request. (813). 


DO YOU SAVE REGULARLY? 
Subscribe to the monthly installment shares 
of the Serial Building Loan & Savings 
Institute, a building and loan association 
operating under strict state supervision. 
Send today for descriptive literature. (835). 


A SURE INCOME OF 5% 107% 
is made possible by the building and loan 
method of operation in Colorado, where 
state supervision is maintained. Booklet 
876 of Colorado’s largest guaranty capital 
association tells why. 


“A CHAIN OF SERVICE” 

describes and illustrates the history and 
development of the Associated Gas and 
Blectrie System. A complimentary copy 
will be forwarded simply by requesting 
884, 


MARGIN REQUIREMENTS 
McClave & Co., members New York Stock 
Exchange, will gladly forward a leaflet ex- 
plaining margin requirements without ob- 
ligation, (891). 


INTERNATIONAL HYDRO-ELECTRIC SYSTEM 
A new folder describes International Hydro- 
BDlectric System in detail, including photo- 
graphs of important properties in the United 
States and Canada. Write today for 894. 
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How Leverage Works 
(Continued from page 537) 








mon shareholders. If it earns $4,- 
000,000, the amount available for the 
common is not doubled but tripled, be- 
ing $3,000,000. This set-up makes for 
broad variations in earnings per share 
of common and hence for wide fluctua- 
tion in market price between good 
years and bad. Thus the common 
stock of an investment trust, if pre- 
ceded by senior securities, will nor- 
mally decline farther in a bear market 
than in mere proportion to the decline 
of securities owned by the trust. Simi- 
larly, such a stock should advance 
faster than the underlying securities 
when the downward movement is re- 
versed. 








Why Business Should Experi- 
ence a Fall Recovery 
and Why Not 


(Continued from page 508) 





as an example. Ultimately they wear 
out, beyond even the resources of the 
best cobblers. When that time comes 
to the timid soul he is compelled to 
buy, even though he may be as re- 
luctant as ever to part with his cash. 
That critical moment seems to have 
overtaken countless millions in the past 
few months, and we have the spectacle 
of the shoe industry making more shoes 
in certain months than it did in 1929. 
The revival of this industry has stimu- 
lating effects in many directions. The 
shoe merchant makes a little money, 
feels like satisfying his personal re- 
quirements in other ways, employs 
more help, and contributes to better 
conditions in many other trades and 
services. Eventually, the consequences 
trickle back to the man who bought 
shoes because of necessity. Then he 
buys another pair of shoes, which he 
really needs but which he could have 
gone without a little longer. 

Something like this process seems to 
have been operating in and on the tex- 
tile industry for about a year. 

The tire industry seems to have 
reached a period when non-deferrable 
replacements compel an increasing 
volume of buying. 

That buying generates buying by 
others and in other lines. Increased 
buying means some additional employ- 
ment, even though slight. Employment 
for men and women who have been 
long out of work is immediately trans- 
lated into buying. Their employment, 
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therefore, results in more employment. 
And so many a trickle of buying 
gradually comes to be a river of buying, 
and as the stream grows confidence 
grows with it and presently millions of 
people are again consuming goods in 
accordance with their accustomed 
standard of living. 

The next step is into producers’ 
goods. Machines have been wearing 
out, plants have become obsolescent, 
new machines and new methods. are 
disclosed. Factory building and re- 
building sets in. Irked by long confine- 
ment to too small or disliked living 
quarters people begin to require more 
housing; and residential building sets 
in, stimulated by the long starvation 
of investment capital. The basic in- 
dustries are now favorably affected, 
heavy freight is offered to the railways, 
their revenues grow, and no amount of 
economy pressure can prevent their em- 
ployment of more men and the pur- 
chase of materials and equipment and 
the repair and renovation of their 
roads. 


Advance is Always Uneven 


The process of recovery has many 
steps and is usually uneven. Some in- 
dustries recover before others. It will 
be recalled that well into 1922 people 
were still complaining of hard times 
and wondering when, if ever, they 
would depart. 

According to all that we can see now 
the people of the United States must 
make this recovery without the reper- 
cussive help of initial recovery in 
other countries. There is no mountain 
of orders from other lands ready (for 
the tip of a loan) to fall into our !aps 
as in 1922 and 1923. The start of 
better times for them must wait on 
better times in the United States. Not 
until the improvement in the United 
States is extended to the countries on 
which we draw for raw materials will 
the world begin to pick up. When our 
buying abroad begins to revive our 
capital will again become interested in 
foreign investments and enterprises. 
This economic relation was precisely 
reversed during ante-war depressions. 
Being then both a debtor nation, and in 
international relations overwhelmingly 
a raw material country, we were de- 
pendent upon foreign recovery. When 
our capital again pours into foreign 
countries their business activity already 
helped by our purchases will receive 
fresh impetus. 

Keeping in mind the utter bank- 
ruptcy of economic prophecy for the 
last several years and remembering that 
there are possibilities of inflation that 
may reverse the usual course and set 
up production and . distribution and 
then consumption before the gradual 
accretion of consumptive demand has 
run its normally fJow course, the 


prudent forecast for this fall is one of 
somewhat less than normal seasonal 
expansion, but with a steady under. 
current of enlarging cyclical revival 
There will not be enough momentum 
from the seasonal betterment—chiefly 
because of the distressing agricultural 
situation—to speed up the cyclical 
process. ‘The inevitable inference jg 
that the beginning of 1932 will find us 
still below normal, but quite visibly on 
the upgrade and in sight of the next 
summit or, preferably, plateau. 








Profiting by the Market’s 
Technical Condition 


(Continued from page 535) 








Graph (1), and so a study of the 
transactions during that period will 
afford an ideal illustration of pure chart 
reading. The swift upturn on August 
23, accompanied by heavy volume, fol- 
lowed next day by a close below the 
mid-point after the stock had registered 
a new high, suggested the coming re- 
action. On August 29, the stock de 
clined to the upper boundary of the 
resistance zone established on August 
21 and 22, closing above the day’s mid- 
point. Volume on the 29th was not 
only less than at the previous low on 
the 21st, but also far below that on the 
rise of the 23rd and 24th. Since an 
important upturn seldom ends with the 
first peak, we would have been well 
warranted in buying Steel next day for 
a quick trading profit. The secondary 
peak that was established on September 
3 brought a new all-time high record 
for Steel; but the price clcsed near the 
day’s low, far beneath the mid-point. 
Volume that day was less, however, 
than at the previous peak of August 
23. Clearly this was the end of the 
secondary rally; and probably the end 
of a major upward swing; so that trad 
ers and investors alike would have been 
prudent to dispose of their holdings 
immediately. If any doubt remained 
that the end had come it should have 
been dispelled by the volume on next 
day’s decline, which was not only much 
heavier than at the previous bottom on 
August 29, but even greater than at 
the previous day’s peak. 

News developments which accom: 
panied the transactions in Graph (2) 
left no doubt that powerful interests 
were determined to adopt constructive 
measures to improve sentiment an 
bring about a recovery in business. [he 
discount rate and the Reserve Board's 
buying rate on acceptances had re: 
cently been reduced to the lowest level 
on record. On June 3 leading brokers 
and financial institutions reduced t 


20% their standard margin requife’. 
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ment on security loans. This was fol- 
lowed by submission to the Interstate 
Commerce Commission of a proposal 
to increase railroad freight rates. Sev- 
eral favorable Supreme Court decisions 
helped further to improve sentiment. 
The heavy existing short interest na- 
turally became panic-stricken, as evi- 
denced by the sharp rise in prices dur- 
ing June 3, 4, and 5. 

The subsequent sagging movement 
was the logical consequence of a techni- 
cal condition weakened by extensive 
short covering. 
was out for the time being. Please 
note, however, the rapidly diminishing 
volumes on this secondary reaction, 
along with the fact that prices failed to 
reach the old low of June 2. This re- 
action was followed by the moratori- 
um rally which set in on June 22. 








Completion of Market 
Readjustment Necessary 
(Continued from page 505) 








be of domestic, rather than foreign, in- 
fluence. The two outstanding possibili- 
ties are that the Farm Board's huge 
holdings of wheat and cotton will be 
impounded and that the Federal Re- 
serve Board will decide to pump credit 
actively into the market through heavy 
purchases of Government bonds. At 
what the Reserve Board feels to be the 
psychological moment, whether this 
autumn or next spring, application of 
the latter remedy probably can be 
taken for granted. 








Steel Colossus Surrenders to 
the Inevitable 
(Continued from page 518) 








Unfortunately construction has been 
the only active market for steel during 
the past year. Due to the aggressive 
campaign made by President Hoover's 
Committee for Employment, Federal, 
state and municipal governments have 
increased their appropriations for 
buildings. And semi-public  institu- 
tions have been encouraged to engage 
M construction that otherwise would 
not have been brought out at this time. 
All of the steel needed for these pro- 
jects might have been sold at far more 
reasonable prices had it not been for 
the intense rivalry between rolling mills 
for the business. 

The under-cover competition in price 
has not been limited to the construc- 
tion field, but is an evidence of what 
lies behind the quoted prices on steel 


products. The many schemes -em-. 
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Moreover, the news | 


ployed by producers to cut the price 
on steel purchases of automobile manu- 
facturers, by absorbing freight or 
switching charges, etc., has finally 
brought to the front the proposal to 
make Detroit a basing point for auto- 
mobile steel. That, at least, would 
develop the real market price on auto- 
mobile steel whereas today the public 
is acquainted only with the theoretical 
prices quoted. 

In the midst of the change and flux 


' that beset the steel industry there is 


nothing in sight that threatens to dis- 
place steel as the premier material of 


| the heavy and machinery industries 


and as the principal framing mate- 
rial of all large structures. Moreover, 
there is before steel an immense field 
in which it is not yet visible and that 
is the framing and even the walls of 
detached residences and other small 
structures. The present period of stress 
is giving time for the study and de- 
velopment of new uses. On the other 
hand, due consideration must be given 
to the fact that the great age of new 
construction is over in the United 
States. Steel is now confronted with 
something like the saturation point that 
has already overtaken the automobile 
industry with respect to the domestic 
market. To expand it must find new 
uses at home and wider foreign mar- 
kets for its products. The former is 
probable and the latter dubious ex- 
cept in the form of machinery and 
other finished products. 








Drug, Inc. 
(Continued from page 531) 








on the asset side of the balance 
sheet is the inventory of $26,000,- 
000. This is almost exactly the same 
as was the case on December 31, 
1929,-and is an increase of less than 
$3,000,000 over the same item at the 
end of 1928. It is evident from these 
figures, in view of the great expansion 
undertaken by the company in the 


meantime, that great control has been 
exercised for which one must give the 
management all credit, as nothing is 
more difficult to control, nor more dis- 
astrous when allowed to run wild, than 
an inventory during a time of rapidly 
declining commodity prices. 

The management of Drug, Inc., is in 
the hands of men long experienced in 
the business. Louis K. Liggett, who in 
1902 founded the firm which became 
the old United Drug Co., is chairman 
of the board. Ali other directors are 
active officials in the company and 
many have spent their entire business 
lives in the same or similar fields. This 
wealth of experience doubtlessly con- 
tributed to Drug’s excellent showing 
during the present time of general ad- 
versity, although the company’s in- 
herent advantages must also have been 
a powerful influence. The present $4 
annual dividend has been paid on the 
company’s common stock since organ- 
ization and in view of the fact that 
there is every likelihood of its being 
earned during the present year by a 
margin greater than 50%, the issue at 
$71 a share, yielding more than 5'4%, 
appears to be an attractive long-term in- 
vestment holding, suitable for accumu- 
lation in periods of market weakness. 








Trade Tendencies 
(Continued from page 538) 








the industry's fall prospects, these will 
naturally depend to a great extent 
upon general industrial activity, par- 
ticularly on whether the improvement 
is greater or less than seasonal. 

The industry itself, however, can be 
counted on to do everything in its 
power to stimulate demand. New 
models will be introduced, new gadgets 
stressed in a flood of advertising and 
further efforts made to improve styles. 
Opinions vary as to the extent of the 
success which will be attained by such 
campaigns, but among the more con- 

(Please turn to page 556) 
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4 Jones A MS atocns. 
a £7 es , vones Avgs. 0c. 
"0 ponds inas, 20 Rails Ties “tae Sales 
Monday, Joly 90 ........0%-0 84,09 144.48 79,59 132.98 131.73 704,430 
Tomas, .FwIF BL... 6c iievciiccns 84.10 146.70 80.99 135,05 182.98 1,148,230 
Wednesday, July 22 .......... 84.03 142.52 79.85 133.47 130.97 992,840 
Thursday, July 2 ........... 83.79 142.63 19.47 181.72 129.98 186,370 
Priday, July OR ....0.....ceee 83.61 189,01 77.90 130.47 127.78 1,063,980 
Saturday, July 26 ............ 83.69 138,24 77.79 128,16 127.45 412,575 
Monday, July 27 ..........0. 83.64 139,64 16.92 128.67 126,91 572,580 
Tuendsy, Jaw. BB... . 2 .s0scccee 83.66 141,53 77.55 129.64 127.99 649,426 
Wednesday, July 29 ......... 83.55 136.19 75.01 127.28 124.32 1,569,135 
Thursday, July 90 ........... 83.38 136.93 14.69 126,05 123.20 1,353,480 
Friday, Jély SI .............., 83.32 185,39 13.44 125.55 122,58 1,219,650 
Sagurday, -Amg.; 2 ......00000., $3.14 186.65 73.50 125,14 123,57 398,220 
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“Tips” on Books 


| Book Review Section of The Magazine of Wall Street 

















BANK SECONDARY RESERVES 
AND INVESTMENT POLICY 


By Paut M. ATKINS 
Bankers Publishing Co. 


HE average reader has a new term 
c to puzzle him. For several years 
“secondary reserve” has been 
creeping into the conversation of bank- 
ers, and now no financial vocabulary is 
complete without it. At first its mean- 
ing was somewhat hazy, but it has 
gradually reached a point where it can 
be more clearly defined. 

The author, engineer-economist for 
Ames, Emerich & Co., Inc., has not 
only given a clear-cut definition but 
has written a splendid book on the gen- 
eral subject of investment policies of 
commercial banks, laying particular 
stress on the section devoted to sec- 
ondary reserve. In gathering his ma- 
terial, he discussed the subject with 
some three hundred bankers, all of 
whom contributed valuable informa- 
tion. Though he found that there was 
little uniformity of practice among 
them in the purchasing of securities, he 
was able to base certain tentative con- 
clusions on the results of the study. 
These were in turn submitted to cer- 
tain recognized authorities in the field 
of banking for criticism. Finally, on 
the basis of these criticisms and the 
preliminary analyses, it was possible to 
formulate certain general policies for 
the proper maintenance of a secondary 
reserve. 

The primary reserve of cash on hand 
and deposits with correspondent and 
Federal Reserve banks is, of course, the 
first to be used to meet the with- 
drawals of depositors. But the sec- 
ondary reserve, while contributing to 
the bank’s earnings, must possess sufh- 
cient liquidity to replenish the primary 
reserve when necessary. For this pur- 
pose the author finds bankers’ accept- 
ances, commercial paper, call loans, and 
United States government bonds the 
most generally used, though with 
judicial discrimination, there is little 
reason why high-grade municipal, util- 
ity, railroad, and even selected indus- 
trial bonds should not be included. As 
a secondary reserve must answer the 
requirements not only of safety and 
liquidity but yield as well, the last men- 
tioned securities would seem to offer 
certain advantages to supplement those 
found in the more generally accepted 
forms of reserve. 

Bankers might well find the book of 
aid in deciding upon the proper diversi- 
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fication of funds. However, it is not 
so technical that it cannot be read to 
advantage by anyone desiring a general 
knowledge of the investment phases of 
commercial banks. M. S. D. 


THE END OF REPARATIONS 
By HJALMER SCHACHT 
Jonathan Cape and Harrison Smith 


ERMANY’S position today is 
comparable to that of a commer- 
cial enterprise, insolvent because 

of impairment of working or circulat- 
ing capital, and unable to meet current 
obligations until time has been granted 
to work out a plan that will enable 
it to function again as a solvent body. 
The heavy burden which reparations 
imposes upon that Teutonic power has 
been draining her of that all important 
liquid capital so necessary to the 
healthy economic life of a large indus- 
trial nation. A default in the pay- 
ment of reparations was imminent 
when a one-year moratorium was 
granted by the former Allies. 

In his recent book, “The End of 
Reparations,” the former president of 
the German Reichsbank, Dr. Hjalmer 
Schacht, — albeit with considerable 
national and personal bias—exposes the 
whole reparations muddle and the im- 
possibility of continuing payments 
under present conditions, particularly 


with tariff barriers everywhere to pre- 


vent Germany from building up an ex- 
port credit balance sufficient to meet 
such payments from going operations. 
Detailed proof is furnished to show 
that she has been paying reparations 
out of foreign borrowings, an expedient 
which of course can be resofted to for 
only a while. And to keep peace at 
home, governmental expenditures in 
Germany, both national and local, have 
not been spared. These, though they 
alleviate the serious unemployment 
situation, aggravate still further the 
financial condition of the country. 
The reparations question is at the 
root of Germany’s troubled condition. 
Having already paid over 11 billion 
dollars, as Dr. Schacht estimates, the 
further exacting of tribute over a long 
period of years—and the Germans 
honestly believe it is just this—becomes 
onerous. We have by no means heard 
the end of the muddle, and those who 
wish to inform themselves of a Ger- 
man viewpoint by an eminently quali- 
fied spokesman should read the book. 
H. W. K. 





(Continued from page 555) 
servative observers it is generally held 
that, despite everything the industry 
might do, output for the entire year 
1931 can hardly reach 2,500,000 units, 
which would represent a decline of 
some 25% from last year’s total. 





CANNING 








Smaller Output Now Confirmed 


The suspicion that total vegetable 
packs would be smaller this year than 
last has been confirmed in recent re. 
ports. It is now thought that the peach 
pack, due partly to artificial restric. 
tion in California, will be some 30% 
under that of last year, while the de 
crease in the canning of peas is likely 
to be even greater and it may possibly 
be as much as 40% lower. Should the 
latter eventually come to pass, the pack 
would be the smallest since 1927. Last 
year there were some 22,000,000 cases 
of peas put up, so that a reduction to 
about 13,000,000 cases, coupled with 
the reduction in the peach pack, will 
obviously have a substantial effect upon 
the output of the three big can com 
panies. Such a decline might, of 
course, be offset by bumper crops in 
other lines. There is nothing to in- 
dicate, however, that such a possibility 
is likely, for the weather has not been 
particularly favorable in its effect upon 
the other two principal canning crops, 
corn and tomatoes. In fact, it is 
thought that slightly less than the 
33,000,000 cases of these two vege 
tables packed in 1930, will be achieved 
this year. On the other hand, the pro 
duction of general line cans used in the 
case of paints, oils, shoe polish and a 
hundred other things has been hit by 
the depression, despite the fact that the 
number of products being sold in these 
containers is being expanded everyday. 
If further confirmation of the some 
what poorer near-term outlook for the 
can manufacturers be needed, there is 
the declining activity in the tin plate 
mills. Here, it is said that production is 
running at the rate of about 56% of 
theoretical capacity, which compares 
with 80% or more at the same time last 
year, and that an even more unfavor: 
able comparison with 1930 may be ex 
pected during the coming weeks. 








Part II of The Mid-Year 
Dividend Forecast Will 
A ppear in the Next Issue. 
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A Complete Financial Library 


in Il Volumes 


B fage standard books published by THE MAGAZINE OF WALL STREET cover | 
every phase of modern security trading and investing. Written in a concise, 
easily understandable, manner they give you the result of years of research 
and successful market operation—the foremost tried and proven methods and the 
important fundamental principles which you can apply to your individual needs. 


Library of Trading and Investment 
Fundamentals 


Fourteen Methods of Operating in the 
Stock Market 

Presents in detail the actual methods used by some of the 

most successful forecasters of market conditions showing 

the factors that, in their opinion, cause a rise or decline in 

security values. 

(No. 2) You and Your Broker 

Discusses every phase of the relationship between your 

broker and yourself. Describes what you should watch: in 

entering an order, in checking statements and in attending 

to routine matters on your account. 

(No. 3) When to Sell to Assure Profits 

Goes into detail concerning the fundamental factors that 

affect security values. Covers explicitly the important prin- 

ciple neglected by many investors (who too often are only 

good buyers) “When to Sell to Assure Profits.” 


(No. 4) Studies in Stock Speculation 

Contains the ten Cardinal Trading Principles that you must 

employ if you are to make consistent profits in your market 

operations. Provides you with-a complete knowledge of 

stock market technique. 

(No. 5) The Proper Time to Buy Low-Priced 
Securities for Big Profits 

Especially adaptable to current market conditions. Tells 

how to detect buying points in short swings and in individual 

stocks, when and what to buy for quick profits, buying 

securities for speculation, etc. 


(No. 1) 


Famous Set by John Durand 
The New Technique of Uncovering 
Security Bargains 


Describes specifically the different methods necessary for 
selecting profitable investments in leading industries devot- 


(No. 6) 





Individual Price of 
Each Book 
When Sets of 2 or 


More Books Are 
Ordered. Each. - : 50 


$2.25 
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42 Broadway, New York, N. Y. 


PLEASE send me your Complete Library of 11 Standard 
Books on Security Trading and Investing. 
CO $15 Enclosed. (J C. O. D. $15. 


Address 


August 8, 1931 


ing space to each industry. Goes fully into sound funda- 

mental factors upon which real intrinsic value is founded. 

(No. 7) How to Secure Continuous Security Profits 
in Modern Markets 

Will be especially appreciated by every businessman, investor 

and trader—for it contains the principles upon which the 

experts of The Magazine of Wall Street base their judg- 


- ment in the selection of securities. 


The Businessman-Investor’s Library 


(No. 8) Financial Independence at Fifty 
Outlines successful plans for investment and semi-invest- 
ment through which you may become financially independ- 
ent. Shows how to budget your income; to save; the kind 
of insurance most profitable, etc. 


(No. 9). Necessary Business Economics for Successful 
Investment 

Sets forth the significance of supply and diiniail the effect 

of good and bad crops, the ebb and flow of credit and similar 

factors which should help you to recognize and take advan- 

tage of the trend. 


(No. 10) Cardinal Investment Principles upon which 
Profits Depend 

Tells how to put your financial house in order—how to 

make your plan and carry it out after it is made. Bridges 

many danger spots which otherwise could be avoided only 

through costly experience. 


(No. 11) The Investor’s Dictionary 

487 words and expressions clearly defined. Includes every 
word or phrase used in security transactions. Gives repro- 
ductions of all the ordinary documents used in buying and 


selling stocks and bonds. 


fusely illustrated with charts, graphs and tables, replete 
They are all 
richly bound in dark blue flexible fabrikoid, lettered in 
gold, and will make a handsome addition to any library. 


with practical examples and suggestions. 


| The entire 11 books are uniform in size and style, pro- | 





Special Offer 


Complete Library of 
Entire 11 Books. $15 











All orders outside of the Continental U. S. A. 

must be accompanied by full remittance. 
LEASE send me books as listed above: Nos. 1-2-3-4-5-6- 
7-8-9-10-11. (Simply check books desired, remitting $2.25 
if only one is ordered, or $1.50 each if sets of two or more 
books are ordered.) 
oO Enclosed. [J] C. O. D. $ 


() Please mail me, without obligation, full descriptive circular on above books. 

















No. 1 in a series, “promoting recovery.” 


ay Back 


Leading th 


(.—“How do you find Business?” 
A.—“By Going after it.” 


Such is the enterprising answer to a question 


that is notably current. 


Employees and deal- 


ers in the areas served by the Associated Gas 
and Electric System answered it by setting a 
new record during their recent six weeks’ re- 
frigerator sales campaign. 


19,489 Refrigerators Sold in Six Weeks 


Customers in the area served by the As- 
sociated System purchased 19,489. auto- 
matic refrigerators during this period. 
This is more than they purchased dur- 
ing a similar campaign last year when 
the Associated System sold the largest 
number of refrigerators ever sold by a 
utility group in a single campaign. 
About half or 9,592 of these sales in 
the recent campaign, were made by 
dealers who were assisted by a plan of 
co-operation established by the Associ- 


ated New Business Department. 


Stability from Domestic Use 


Growing domestic use of electricity 
from sale of appliances increases 
the natural stability of the industry. 
Stability from this source is becom- 


ing even more pronounced. During 
1930, use of electricity in homes ac- 
counted for 3314% of the revenues 
of the industry compared to 28% in 
1921. 

This trend of the electric industry 
is of interest to those seeking sound 
investments with growth possibili- 
ties. The achievement of dealers in 
cooperation with employees of the 
Associated System in the face of 
conditions generally unfavorable to 
business expansion shows that the 
utilities are an important influ- 
ence in leading the way back to 
business recovery. 


To invest in Associated securities, write 


Associated Gas and Electric System 


61 BROADWAY 


Yaw, 7 


NEW YORK 


The Associated System serves 1,432,108 customers in 3,117 communities 





